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Chairman’s Statement

I, on behalf of the board (“Board"”) of directors ("Directors”) of China
Chengtong Development Group Limited (“Company”, together with its
subsidiaries, the “Group”), hereby present to all shareholders the annual
report of the Company for the year ended 31 December 2016 (“Year").

During the Year, the Group responded actively to the sophisticated
surrounding environment. It paid its greatest efforts in maintaining growth
in its production and operation while continuing to promote the research
on reformation and transformation. During the Year, the Group recorded
a turnover of approximately HK$716.56 million (2015: approximately
HK$576.53 million), representing a growth of approximately 24% as
compared with that of last year. Profit before tax recorded during the
Year amounted to approximately HK$99.28 million, representing a
decrease of approximately 21% as compared with the profit before tax of
approximately HK$126.32 million in 2015.

Currently, the Group is principally engaged in hotel and marine travelling
services, property development and property investment, finance leasing
and bulk commodity trade. In the aspect of hotel and marine travelling
services, the key task in 2016 was to prepare for the spin-off listing of
its tourism investment business on the Growth Enterprise Market of The
Stock Exchange of Hong Kong Limited (“Stock Exchange”). In respect
of property development and property investment, the Group continued
to promote the Cuidao project in upgrading the service catered for elderly
and the development of the CCT-Champs-Elysees project in Zhucheng,
and also speed up its pace to divest from the Dafeng project. In respect
of finance leasing, the Group had commenced its finance leasing and
project consultation businesses for business sectors such as government
infrastructures and public utilities in various regions of the country in the
past two years, which realized a reasonable network in key selected cities
and contributed to a majority of profits of the Group for the Year. In respect
of trading of coal under bulk commodity trade, there was a continuous
increase in coal price in 2016 and the Group recorded a substantial
year-on-year increase in the turnover and profits of the trading of coal.
Meanwhile, Chengtong Energy Guangdong Company Limited, the main
vehicle for the trading of coal business, had become one of the second
batch of enterprises in Guangdong Province that obtained the qualification
on the sale of electricity (qualification code for the sale of electricity: SD50)
in July 2016 and proposed to commence its business of sale of electricity
in 2017.

In February 2016, upon examination and approval by the Leading
Group for State-owned Enterprises Reform under the State Council,
China Chengtong Holdings Group Limited (“CCHG"), the controlling
shareholder of the Company, officially became a pilot operating enterprise
of State-owned capital and played a more important role in the layout and
structural adjustment of State-owned economy and central enterprises.
This also offered favorable external conditions for the rapid development
of the Group in the future. Looking forward, in addition to fostering the
existing business, the Group will further set its strategic studies and
strategic directions and explore opportunities in business relating to
"foreign investment, mergers and acquisitions and cross-boundary asset
management” by relying on and integrating the resources advantages of
the controlling shareholder of the Company.
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Chairman’s Statement

At last, I, on behalf of the Board, would like to express my sincere H&f& @ KRAZRREFT RO G DEKRE - 2
gratitude to all shareholders, business partners and communities for their ~ #EEHFRHEE&RATHREE —F AR
continuous support and care to the Group. | would also like to thank all the — FRAL - MEAAEBEEENE TEARFEHR
management and employees of the Group for their hard works during the — FE)T{E -

Year.

Yuan Shaoli *E

Chairman RiRE

Hong Kong, 23 February 2017 e8 T+ -A=-+=H
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Management Discussion and Analysis

BEENWEDN

RESULTS AND DIVIDEND

For the year ended 31 December 2016, the Group was mainly
engaged in five core businesses and concentrated within the
territory of the People’s Republic of China (“PRC"), including
property development, property investment, finance leasing, bulk
commodity trade and hotel and marine travelling services. The price
of bulk commodity including coal and non-ferrous metals rebounded
after bottomed out. The turnover of the coal trading business of the
Group amounted to approximately HK$511.85 million, representing
approximately 71% of the consolidated turnover of the Group and
was the major turnover of the Group.

In 2015, by virtue of the downturn in the market of non-ferrous
metals, the Group temporarily suspended the trading of bulk
commodity in non-ferrous metals. The market of bulk commodity
including coal and non-ferrous metals is expected to continue to
rebound in 2017. The Group will continue to expand the scale of its
coal business in a stable way and resume the trading of other bulk
commodities. Due to the successful implementation of national
policies such as “elimination of excess production capacity” and
“reduction of inventory” since last year, the demand for and the
price of coal continued to increase in the second half of the year,
resulting in a profit in the trading of coal business under bulk
commodity trade segment in the year as compared to a loss in last
year. For property development business, due to the increase in
unit price for the sale of residential properties, the operating profit
increased as compared to that for last year. The profit from finance
leasing increased as the Group expanded the business of finance
leasing. The turnover of the hotel and marine travelling business
decreased as compared to that for last year due to adverse weather
and intensified market competition. Profit before tax of the Group for
the year amounted to approximately HK$99.28 million, representing
a decrease of approximately 21% as compared to that for last year.

During the year under review, the Group recorded a turnover of
approximately HK$716.56 million (2015: approximately HK$576.53
million), representing an increase of approximately HK$140.03 million,
or approximately 24%, as compared to that for 2015. The increase
in turnover was mainly due to the national policy on “elimination of
excess production capacity” which led to the continuous increase in
the demand for and the price of coal in the second half of the year,
which in turn led to an increase of approximately HK$137.50 million,
or approximately 37%, in the turnover of the coal trading business
under the bulk commodity trade segment as compared to that for
last year. Moreover, the Group reinforced the expansion of finance
leasing business, resulting in an increase of approximately HK$10.52
million, or approximately 26%, in the turnover of finance leasing as
compared to that for last year.

2016 Annual Report EERE

RERER

HE-_Z—XR"F+A=+—HILFER "
AEETZRERAEZLEBEE - WEH
- MERKE BMEHE AFEmEIN
EEE EIREEARTS - AR EFEARK
ME([hE )RR - BIERRK - FE2BS
AREEMERRELDH - AEERRESE
BEEENBHELE1,18668 T » (EREH
BEEXETENTI%  REAEEZETEE:
WA

—E-0F  REELBMHER  ~AEER
TEEeeBREATEMRES - Hi T
—t+FEELE EREAREMMSER
B - AEBSEEBRIBNEREBLR
B WEHRSEMNATERES - BEF
BEEBIREER  BETEBREW - Bk
EREERATEFHELA  SATES®
B2 RRESEGEEBERR  MERRE
HBEREEHEEEREF L SE R
BEFEN  AEEBRABREHEEK <
BEMERFE I RIEAE FIRBEARG S
BLRRREEMISHFBRUOTE - B
EERBEREF N - NEBFRERSHRBIRT
%) B #49,028 8 7T+ A TR AT G 7
A EI21% °

REBER - NEBFSEEBLOBETE
16568 L(—ZZF—FRF : 485187653
B RMOT—RAFZEERIEINNEE
1184,0038 7T * #124%  LEFEENTE
HREEFEREER  BREREERR
TEFEHERA  BEYAEBAFTARE
S ERE SEERREFENNBE1E
3,7508 7T * #37% * BAEE R &
EENER S MEHEEEEREATIE
N4, 0528 7T © 4926% ©



Management Discussion and Analysis

During the year, the Group recorded a profit before tax of
approximately HK$99.28 million, which represented a decrease
of approximately HK$27.04 million, or approximately 21%, as
compared with the profit before tax of approximately HK$126.32
million in 2015. This is mainly attributable to several one-off other
income and expenses with a net income amount of approximately
HK$28.68 million recorded in the same period of last year, including
(i) the reversal of a prepayment in the amount of approximately
HK$16.86 million that had been impaired in previous years; (ii) the
reversal of other payables amounting to approximately HK$5.02
million in relation to the disposal of two subsidiaries by the Group
in previous years; (iii) interest income of approximately HK$7.16
million from the consideration receivable from disposal of China
Chengtong Coal Investment Limited (“Chengtong Coal”) in
previous years; (iv) the loss of approximately HK$5.68 million (net
of the insurance compensation) on disposal of a marine platform
destroyed by typhoon; and (v) the unconditional government grant of
approximately HK$5.32 million for subsidising the Group’s property
development business. None of the above one-off other income and
expenses were recorded in the Group during the year under review,
resulting in a decrease in the profit before tax during the year as
compared to that for last year. Profit attributable to shareholders for
the year under review amounted to approximately HK$63.80 million
(2015: approximately HK$81.83 million), representing a decrease of
approximately HK$18.03 million, or approximately 22%, as compared
to that for last year.

The Board did not recommend the declaration of any final dividend
for the year ended 31 December 2016 (2015: Nil).

BUSINESS REVIEW

Segment Revenue and Results

During the year under review, the Group is principally engaged in five
major business segments, including property investment, property
development, finance leasing, bulk commodity trade and hotel and
marine travelling services.

(1) Property Investment

The rental income from property investment of the Group
came from CCT-Champs-Elysees project in Zhucheng of
Shandong Province. As at 31 December 2016, the leasable
area of the project was approximately 7,565 square metres
(2015: approximately 4,849 square metres), representing an
increase of approximately 2,716 square metres as compared
to that of last year. The increased leasable area was leased
for use as a kindergarten from September 2016 with a rent-
free period of one year. Due to the renewal of six existing

BEENWEDT

FRARE B SSER TR E R 478 # 9,928
BT BT HERT RGN A S
82,6328 7T - WA KEBE270487T - 4
21%  TERAAEFRBHELE KX
PEEAD R A R 32 HH T A5 2R B F AR A BB 40 A
2,8688 T ' B ¢ ()[R —ZE 49751 1,686
EILERURTFEEERBETERNER (i)
B AREBRATEE HE MR B AT A EAM
JERFRA)EREB02E T ¢ ()R RIFE L EF
BlBAEEREERAR([RiERE ) o rE
WREZFBUWALBE7168TT : (VAR
ERREERNE LTS MBRRBIEEE
SRS A BHE68B ITRE L « RVBFHEAL
AEEYEBREER ML 2 BIEGEHBY
5328 - MR EIBFRNEAEELE
SRS AT Z I — IR EE AR A R - E B
FRARMBEFEEFRD - REIEFA -
% B FE (% Rl 475 %5 6,3808 L (— 2 —H
F o 48%8,1838 L) + BEF R LB

b —

1,8038 7T * #122% °

EFEETRERBE_Z—RF+A
=ST-BULEFEERAARE(ZF—1
FoE)

E 0] ]

SR R R

REEFER  AEEI2RERANEE
% BREMERE  MEHER BEHEE -
KRB MmE S MBEME EIRER -

(1) YERE

REBYERERSWATIREILE
BHEBTHOHBEEHEER - RN _-T
—RNE+-A=+—H BEEXNHH
MEiEH7,565F A K (ZE—HF - 4
4,849 5K)  BRAF HAmEE I
492,716 F 72K » ey HEmEE A
EHHEESR AT ENAHM
o GHEHA—F HRNEFTHE
EFELHNEERY  mMEBALNES

China Chengtong Development Group Limited FEHBRREBER LT




8

Management Discussion and Analysis

BEENWEDN

(2)

leases in the second half of last year with an increase of rent
by approximately 20% on average for new leases, rental
income of approximately HK$2.16 million (2015: approximately
HK$1.97 million) and profit before tax of approximately
HK$1.97 million (2015: approximately HK$1.72 million) were
recorded for the year under review, representing an increase
of approximately 10% and 15% respectively, as compared
to those for last year. All leased properties were used for
commercial purposes.

Property Development

The sales revenue from property development of the Group
was generated from CCT-Champs-Elysees project in Weifang
of Shandong Province of the PRC, while no sales revenue was
recorded for the project of Chengtong International City in
Dafeng of Jiangsu Province during the year. Details of the two
projects are as follows:

(i) Zhucheng of Shandong Province — CCT-Champs-Elysees

The CCT-Champs-Elysees project, wholly owned by the
Group, is situated in part of a parcel of land located at
the northern side of Eastern Section of No. 1 Mizhou
West Road, Zhucheng City, Shandong Province, the
PRC (Lot No. 01213003). Such project had a total site
area of approximately 146,006 square metres and was
developed in three phases. The project was situated
in a typical fourth-tier city where there were over-
supply and saturated demand in the real estate market.
During the year under review, residential apartments
of approximately 16,917 square metres, commercial
space of approximately O square metre and underground
ancillary apartments of approximately 570 square metres
(2015: residential apartments of approximately 17,061
square metres, commercial space of approximately 384
square metres and underground ancillary apartments
of approximately 401 square metres respectively),
15 underground parking spaces and 35 ground-level
parking spaces (2015: 4 underground parking spaces
and 4 ground parking spaces) of phase | and phase Il of
the project were sold and delivered. The average unit
selling price per square metre for residential apartments
of the project were approximately HK$5,801 (2015:
approximately HK$5,585), representing an increase
of approximately 4% as compared to the average unit
selling price of residential apartments in 2015. The sales
revenue of this project was approximately HK$103.60
million during the year under review (2015: approximately
HK$101.04 million), representing an increase of
approximately HK$2.56 million, or approximately 3%,
as compared to that for last year. Operating profit
before tax amounted to approximately HK$20.66 million
(2015: approximately HK$19.16 million), representing an
increase of 8% as compared to that for last year.
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Management Discussion and Analysis

BEENWEDT

As at 31 December 2016, the unsold or sold-but-not-
delivered area of phase | and phase Il of CCT-Champs-
Elysees project included residential apartments
of approximately 20,542 square metres (as at 31
December 2015: approximately 37,458 square metres)
and commercial spaces of approximately 1,652 square
metres (as at 31 December 2015: approximately
1,652 square metres) (excluding the leased area of
approximately 7,565 square metres (as at 31 December
2015: approximately 4,849 square metres)).

Construction works of phase Il of CCT-Champs-Elysees
project have started and are expected to be completed
and delivered during the period from 2017 to 2020.

(i) Dafeng of Jiangsu Province — Chengtong International City

The initial development area of “Chengtong International
City”, which is located at North Portion of Lot No. 2, Port
Serviced Area, Dafeng Ocean Economic Development
Area, Dafeng City, Jiangsu Province, the PRC, 66.67%
equity interests of which were held by the Group and
with a total site area of approximately 118,974 square
metres, was developed in two sections. During the
year under review, as no sales revenue was recorded
for this project, the loss before tax amounted to
approximately HK$1.48 million, representing a decrease
of approximately HK$2.10 million, or approximately 30%,
as compared to that for last year.

As at 31 December 2016, the unsold area of residential
apartment in Chengtong International City project was
approximately 11,022 square metres (as at 31 December
2015: approximately 11,022 square metres) and the
unsold area of commercial space was approximately
9,540 square metres (as at 31 December 2015:
approximately 9,540 square metres).

The two aforementioned projects altogether brought a turnover
of approximately HK$103.60 million (2015: approximately
HK$101.04 million) to the property development segment of
the Group, representing an increase of approximately 3% as
compared to that for last year. Profit before tax from property
development business for the year under review amounted
to approximately HK$19.18 million (2015: approximately
HK$22.38 million), representing a decrease of approximately
14% as compared to that for last year, as a one-off and
unconditional grant for the infrastructure fee for phase Il of
the CCT-Champs-Elysees project amounting to approximately
HK$5.32 million was provided by the local government last
year while there was no such grant during the year under
review.

(ii)
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(3)

Land Resources Development

The Group will continue to exit the property development
business in certain third-tier and fourth-tier cities with lower
profitability as opportunities arise. During the year under
review, the Group has pursued to dispose of the land in
Dafeng of Jiangsu Province. @A LG EHEER A
7] (unofficial English translation being Chengtong Dafeng
Harbour Development Limited) (“Dafeng Development”),
a 66.67%-owned subsidiary of the Company, held a parcel
of industrial land situated in the south of Shugang Highway,
Dafeng City, Jiangsu Province, the PRC and three parcels of
residential and commercial land situated at lot number 1 to
3 in the Port Serviced Area, Ocean Economic Development
Zone, Dafeng City, Jiangsu Province. On 3 July 2014, the
Group entered into two resumption agreements with Dafeng
Land Reserve Center and Management Committee of the
Jiangsu Dafeng Harbour Economic Development Zone
("Dafeng Harbour Committee”) and two compensation
agreements with the Dafeng Harbour Committee and
IR AL GBI EE AR AR (unofficial English translation
being Jiangsu Dafeng Harbour Holdings Group Limited) in
relation to the resumption of two plots of land in Dafeng
of Jiangsu Province at the total compensation amount of
RMB219.92 million (equivalent to approximately HK$246.31
million). Details of the resumption of land are set out in the
Company’s announcement dated 3 July 2014. However,
the compensation amount has not been finalised and the
resumption of land has not been completed as of 31 December
2016 and the date of this report.

Finance Leasing

During the year under review, the interest income and
profit before tax of the Group from finance leasing business
were approximately HK$51.50 million (2015: approximately
HK$40.99 million) and approximately HK$47.81 million (2015:
approximately HK$36.48 million) respectively, representing
an increase of approximately 26% and 31% respectively
as compared to that for last year. The main reasons were:
(i) additional finance leasing transactions with an aggregate
amount of approximately HK$459.20 million were completed
during the year under review, resulting in an increase in
the balance of loans receivable as at 31 December 2016 to
approximately HK$663.20 million, representing a significant
increase of approximately HK$238.74 million, or approximately
56%, as compared to the loan receivables of approximately
HK$424.46 million as at 31 December 2015, and (ii) financing
consultancy service was provided during the year under
review, resulting in service income of approximately HK$7.73
million (2015: approximately HK$12.28 million).
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Management Discussion and Analysis

Bulk Commodity Trade

By virtue of the successful implementation of national policies
such as “elimination of excess production capacity” and
“reduction of inventory”, the demand for and the price of coal
continued to increase in the second half of the year. Therefore,
the coal trading business under the bulk commodity trade
segment achieved a turnaround of its results as compared
to last year. The sales volume of coal trading during the
year under review was approximately 1.06 million tonnes
(2015: approximately 0.82 million tonnes) and the turnover
was approximately HK$511.85 million (2015: approximately
HK$374.35 million), representing an increase of approximately
29% and 37% respectively as compared to those of last year.
Due to the continuous increase in the demand for and the price
of coal in the second half of the year, the gross profit margin
for the year increased to 4% (2015: approximately 1.3%). As
such, profit before tax was approximately HK$16.01 million as
compared to a loss before tax of approximately HK$3.56 million
for last year, realising a turnaround.

Bulk commodity trade business segment recorded a turnover
of approximately HK$511.85 million during the year under
review (2015: approximately HK$374.35 million), representing
an increase of approximately 37% as compared to that of last
year. Profit before tax amounted to approximately HK$16.01
million (2015: approximately HK$62.99 million), representing
a decrease of approximately HK$46.98 million as compared to
that of last year. The decrease in profit was mainly due to the
absence of interest income of approximately HK$62.88 million
arising from the financing arrangements for bulk commodity
trade in the year under review as compared with last year.

Hotel and Marine Travelling Services

The Group principally engages in the business of marine
travelling and hotel operation in Yalong Bay Tourism
Development zone, Jiyang Town, Sanya City, Hainan Province,
the PRC, and travel agency business in Hainan Province, the
PRC.

During the year under review, the turnover of the marine
travelling business amounted to approximately HK$39.44
million (2015: approximately HK$48.42 million), representing a
decrease of approximately HK$8.98 million, or approximately
19%, as compared to that for last year. The decrease in
turnover was mainly attributable to the decrease in business
days caused by adverse weather and the decrease in service
income of certain marine travelling facilities due to the
increased effort of the government on tourism environment
management. The gross profit margin of marine travelling
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business for the year under review was approximately
64% (2015: approximately 67%), representing a decrease
of approximately 3% as compared to that of last year. As
the high-end entertainment Huandao Jiaolong sightseeing
submarine was a pioneer product in the PRC, there were
no existing regulations to govern the same. Therefore, the
application for the relevant operating license was still in
progress and no revenue was generated by the submarine for
the year under review.

During the year under review, the turnover of hotel business
was approximately HK$7.60 million (2015: approximately
HK$9.76 million), representing a decrease of approximately
HK$2.16 million, or approximately 22%, as compared to that
for last year. The decrease in turnover was mainly due to
the relatively outmoded hotel facilities and fierce industry
competition. The Group is proactive in maximising revenue
and minimising expenditures. The gross profit margin of the
hotel business for the year under review was approximately
86% (2015: approximately 87%), representing a decrease of
approximately 1% as compared with that for last year.

Currently, the travel agency business provides online sale
services of tourism products in Hainan mainly through both of
the operations of &R TT4E (yeketrip.com) and Yeke Micro-
Mart (3% 79%4). The year of 2016 was the first year of the
online operation of the Yeke E-commerce Platform (3% s
¥ &). During the year, the online sales platforms attracted
more than 20,000 followers in WeChat public account through
a series of marketing promotion activities and has achieved a

satisfactory brand promotion.

The three aforementioned businesses altogether contributed
a segment turnover of approximately HK$47.45 million (2015:
approximately HK$58.19 million) to the Group, representing a
decrease of approximately 19% as compared with that for last
year. Segment profit before tax amounted to approximately
HK$7.45 million (2015: approximately HK$6.66 million),
representing an increase of approximately 12% as compared
with that for last year. The increase in the segment profit
before tax was mainly due to the fact that the profit before
tax of last year was reduced by a net loss of approximately
HK$5.68 million arising from the disposal of a marine platform
destroyed by typhoon last year.
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Management Discussion and Analysis

Other Income

During the year under review, other income mainly included
interest income from deposits, short-term investments
and available-for-sale financial assets of approximately
HK$56.60 million (2015: approximately HK$84.81 million),
net exchange gains of approximately HK$33.36 million (2015:
approximately HK$27.94 million) and interest income from
entrusted loan receivables of approximately HK$2.46 million
(2015: approximately HK$10.47 million). The Group utilized
certain internal capital to invest in various available-for-sale
financial assets with relevant aggregate investment amount
of approximately HK$513.13 million and an annual return
rate from approximately 3.9% to 9.2%. The investment did
not affect the normal operation of the Group, and allowed
the Group to obtain an ideal return. During the year under
review, the total amount of other income was approximately
HK$98.49 million (2015: approximately HK$172.95 million),
representing a decrease of approximately HK$74.46 million,
or approximately 43% when compared that for last year. The
decrease in other income was mainly attributable to (1) the
decrease in the average annualised return rate of the available-
for-sale financial assets and the deposits in banks and other
financial institutions during the year under review, which in
turn resulted in a decrease in the relevant interest income of
approximately HK$28.21 million as compared to that for the
same period of last year; and (2) the recording of various one-
off other income with an aggregate amount of approximately
HK$41.12 million last year, including (i) the reversal of
prepayment impairment of approximately HK$16.86 million
which was impaired in the previous years; (ii) the reversal of
other payables of approximately HK$5.02 million in relation to
the disposal of two subsidiaries by the Group in previous years;
(iii) the interest income of approximately HK$7.16 million from
the consideration receivables for the disposal of a subsidiary,
namely Chengtong Coal, in previous years; (iv) the insurance
compensation of approximately HK$6.76 million in connection
with the disposal of a marine platform which was destroyed by
typhoon last year; and (v) the unconditional government grant
of approximately HK$5.32 million for subsidising the Group’s
property development business, and while no such one-off
other income was recorded during the year under review,
other income for the year under review has decreased when
compared with that for 2015.
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Selling and Administrative Expenses

During the year under review, selling expenses amounted
to approximately HK$12.32 million (2015: approximately
HK$15.22 million), representing a decrease of approximately
HK$2.90 million, or approximately 19%, as compared to that
of last year, which was primarily due to the disposal of the
marine platform by the Group last year, led to an elimination of
relevant depreciation and equipment maintenance expenses
by approximately HK$2.94 million during the year.

During the year under review, administrative expenses
amounted to approximately HK$86.33 million (2015:
approximately HK$107.48 million), representing a decrease
of approximately HK$21.15 million, or approximately 20%, as
compared to that of last year, which was primarily due to (i)
the absence of the loss amounting to approximately HK$12.42
million arising from the disposal of a marine platform which
was destroyed by a typhoon as recorded in last year in the
year under review; (ii) a substantial decrease of approximately
HK$3.83 million in bank charges for the financing in relation to
bulk commodity trade as compared to that for last year; and {(iii)
the decrease of approximately HK$0.90 million in business tax
levied for entrusted loans as compared with that for last year.

Finance Costs

During the year under review, finance costs incurred by
the Group amounted to approximately HK$32.84 million
(2015: approximately HK$40.58 million), representing
a drastic decrease of approximately HK7.74 million, or
approximately 19%, as compared to that of 2015. Finance
costs mainly included interest expenses and amortisation
costs in respect of the RMB-denominated bonds issued by
the Company amounting to approximately HK$32.82 million
(2015: approximately HK$39.39 million), and interest on bank
loans amounting to approximately HK$0.02 million (2015:
approximately HK$0.48 million), representing a decrease of
approximately 17% and 96% respectively as compared to
those of 2015. No interest on discounted bill with recourse
was recorded by the Group for the year under review (2015:
approximately HK$0.71 million). The significant decrease in
finance cost was mainly due to the capitalisation of finance
cost amounting to approximately HK$9.20 million (2015:
approximately HK$4.16 million), representing an increase as
compared with last year, and the suspension of the financing
business for bulk commodity trade during the year under
review which resulted in a decrease in the related cost.
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Management Discussion and Analysis

OUTLOOK

Looking back 2016, the global economy was experiencing a tough
time amid uncertainties and a further slowdown was seen in
economic growth. The withdrawal of the United Kingdom from the
European Union, the successful appointment of Donald J. Trump as
the United States president and other unexpected events together
with various factors, among others, the downward pressure of the
PRC economy and the forecast on the increase of interest rate by
The Federal Reserve Board, had resulted in the depreciation of
Renminbi against U.S. dollars. Under the national strategy of “One
Belt, One Road"”, an increasing number of enterprises conducted
mergers and acquisitions in overseas markets. In 2016, the scale of
overseas mergers and acquisitions conducted by Chinese enterprises
hit a historic high with over USD200 billion, ranking the first in the
world.

Looking forward, a stagnant recovery in the global economy is
expected to continue in 2017 and the uprising of trade protectionism
is expected to lead to a greater fluctuation in the global economy
and capital markets. Regarding foreign investments, with the
implementation of the national strategy of “One Belt, One Road”,
the establishment of Asian Infrastructure Investment Bank and the
continuous depreciation pressure of Renminbi, it is expected that
more domestic enterprises of the PRC will be rolling out preliminary
policies on “internationalization” and “going-out” and allocate their
assets in overseas markets in 2017 in order to secure competitive
resources such as technology, market and raw materials, and create
values therefrom.

Facing new challenges and opportunities, the Group will pay close
attention to the internal and external economic situations and
continue to push forward the reorganization of internal structure
and the optimization of businesses. Meanwhile, it will further
enhance its strategic directions by exploring new business areas
and promoting the joint development of “existing businesses” and
"newly explored businesses”. In particular, it will pay efforts in the
integrated development of existing businesses such as finance
leasing, hotel and marine travelling services and trading of coal and
the resumption of the trading of other bulk commodities under the
condition of controllable risk. Also, it will explore opportunities in
foreign investment, mergers and acquisitions and cross-border asset
management and related businesses by making use of the resource
advantages of its controlling shareholder (as a state-owned capital
operation company).
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In respect of the integrated development and the transformation and
upgrade of existing businesses, regarding hotel and marine travelling
services, the Group will proceed with ongoing proposed spin-off of
travelling business. Regarding property development and property
investment, the Group will continue to promote the Cuidao project
in upgrading the service catered for elderly and the development
of the remaining parcel of land of the CCT-Champs-Elysees project
in Zhucheng of Shandong Province, and also speed up its pace to
divest from the Dafeng project and utilize the cash retrieved in the
strategic transformation of the Group. Regarding finance leasing,
with the foundation of existing businesses, the Group will further
strengthen and enhance its business capability, recruit quality
talents, and develop the function of overseas financing and optimize
the financial structure of the lessees by utilizing controllable bank
loans to create its core competitiveness. Regarding bulk commodity
trading, the Group temporarily suspended its trading of non-ferrous
metals in 2015 and only retained the trading of coal. With the
continuous increase in the prices of bulk commodity including coal
and non-ferrous metals since last year, the Group intends to continue
carrying on the trading of coal business in a prudent manner under
stringent risk management and to resume the trading of other bulk
commodities. Meanwhile, the Group will also foster the business of
sale of electricity which was newly developed last year.

In respect of newly-explored businesses: CCHG, the controlling
shareholder of the Group, being one of the only two State-owned
capital operation companies, will take a more significant role in
the layout and structural adjustment of the State economy and
central enterprises in the future. The Group, as the only overseas
listed platform of CCHG, will fully develop, utilize and integrate the
resource advantages of the controlling shareholder in exploring
opportunities in foreign investment, mergers and acquisitions and
cross-border asset management and related businesses so as to
upgrade its operation to international standard, create new drivers for
profit growth and maximize the values for shareholders. Moreover,
following the new direction of its business, the Group will increase
its effort in recruiting talents, reinforce internal control management
and establish relevant mechanisms, improve the capability in risk
management and set up a complete internal control system

In recent years, the Group has been adopting strong and
powerful measures to adjust its operational strategy and optimize
its management and control model. The Group has currently
maintained quality assets with satisfactory liquidity which has laid
a solid foundation for strategic transformation. The Board is full of
confidence for the future development of the Group.
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Management Discussion and Analysis

ASSET STRUCTURE, LIQUIDITY AND
FINANCIAL RESOURCE

As at 31 December 2016, equity attributable to shareholders of the
Company amounted to approximately HK$2,687.07 million (as at 31
December 2015: approximately HK$2,760.87 million), representing a
decrease of approximately HK$73.80 million as compared to that as
at 31 December 2015, which was primarily due to the depreciation
of RMB during the year, which led to a decrease in exchange reserve
of the Group of approximately HK$143.00 million, and therefore
offsetting the profit attributable to shareholders of the Company
during the year.

Total assets of the Group as at 31 December 2016 were
approximately HK$3,846.90 million (as at 31 December 2015:
approximately HK$3,837.06 million), representing an increase
of approximately HK$9.84 million as compared to that as at 31
December 2015. Such increase was primarily due to the recording
of the profit attributable to shareholders of the Company amounting
to approximately HK$63.80 million and the increase in bank
balance and cash through bank loans of approximately HK$77.28
million during the year under review which offset the depreciation
of RMB during the year and reduced the impact on the Group's
total assets. As at 31 December 2016, total current assets of the
Group amounted to approximately HK$3,049.62 million (as at 31
December 2015: approximately HK$3,092.12 million) and accounted
for approximately 79% of the total assets and represented a
decrease of approximately HK$42.50 million as compared with the
total current assets as at 31 December 2015. The total non-current
assets were approximately HK$797.28 million (as at 31 December
2015: approximately HK$744.94 million) and accounted for
approximately 21% of the total assets and represented an increase
of approximately HK$52.34 million as compared with the total non-
current assets as at 31 December 2015. The increase was mainly
due to the additional finance leasing transactions of the Group during
the year under review with a total financing amount of approximately
HK$459.20 million, which resulted in the increase in non-current loan
receivables. As at 31 December 2016, total liabilities of the Group
amounted to approximately HK$1,022.09 million (as at 31 December
2015: approximately HK$932.81 million), representing an increase of
approximately HK$89.28 million as compared with the total liabilities
as at 31 December 2015, which was primarily due to the unsecured
bank loans of approximately HK$77.28 million obtained by 3i#
BrEFEABR AR (unofficial English translation being Chengtong
Financial Leasing Company Limited), a subsidiary of the Company,
with a view to reduce value-added tax and replenish operating capital.
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The total non-current liabilities of the Group as at 31 December 2016
amounted to approximately HK$73.09 million (as at 31 December
2015: approximately HK$769.37 million) and accounted for
approximately 7% of the total liabilities and represented a decrease
of approximately HK$696.28 million as compared with the total non-
current liabilities as at 31 December 2015. The total current liabilities
of the Group as at 31 December 2016 amounted to approximately
HK$949.00 million (as at 31 December 2015: approximately
HK$163.45 million) and accounted for approximately 93% of
the total liabilities and represented an increase of approximately
HK$785.55 million as compared with the total current liabilities as
at 31 December 2015, which was primarily because the bonds
issued by the Company amounting to RMB600 million (equivalent to
approximately HK$667.22 million) was classified as current liabilities
as at 31 December 2016.

Cash and deposits held by the Group (including structured bank
deposits, deposits in other financial institutions, bank balances
and cash) amounted to approximately HK$1,358.09 million (as
at 31 December 2015: approximately HK$1,571.66 million) and
accounted for approximately 35% and 48% of total assets and net
assets respectively, and represented a decrease of approximately
HK$213.57 million as compared with the cash and deposits as at
31 December 2015, which was primarily due to the increase in
the purchase of available-for-sale financial assets of approximately
HK$102.99 million during the year under review.

DEBT TO EQUITY RATIO

As at 31 December 2016, the corporate bonds issued by the Group
was approximately HK$667.22 million (as at 31 December 2015:
approximately HK$694.76 million) and bank borrowings amounted
to approximately HK$77.28 million (as at 31 December 2015: Nil),
totalling approximately HK$744.50 million (as at 31 December
2015: approximately HK$694.76 million), representing an increase
of approximately HK$49.74 million as compared with that as at
31 December 2015. The corporate bonds were denominated in
RMB at the fixed annualised interest rate of 4%. The interest-
bearing bank borrowings were denominated in RMB at the fixed
annualised interest rate ranging from 3.91% to 4.79%, whereas
other loans were denominated in HKD and non-interest bearing.
As at 31 December 2016, the debt to equity ratio (expressed as
the sum of corporate bonds and bank borrowings divided by total
equity) was approximately 26%. Although this represented an
increase of approximately 2% as compared to the debt to equity
ratio of approximately 24% as at 31 December 2015, the Group still
maintained a low level of indebtedness with solid fiscal position.
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VI.

VII.

VIIL.

Management Discussion and Analysis

SIGNIFICANT INVESTMENTS

At 31 December 2016, the Group held available-for-sale investments
of approximately HK$513.13 million, representing approximately 18%
of the consolidated net assets of the Company as of 31 December
2016, which included US$ term note and investment trusts, The
return rates from these investments ranged between 3.9%-9.2%
per annum. Please refer to note 28 to the financial statements in this
annual report for more details. The Company will continue to identify
investment opportunities and seek to manage its investments with
low risk returns.

EXPOSURE IN EXCHANGE RATE
FLUCTUATIONS

The Group principally conducted its businesses in RMB, while most
of the Group's assets and liabilities were denominated in HKD and
RMB. Any fluctuation in the exchange rate of HKD against RMB may
have an impact on the Group's results. As at 31 December 2016,
net assets of the Group's business within the territory of the PRC
was approximately RMB2,129.07 million. According to HKASSs, such
amount should be converted at the exchange rate applicable at the
end of the reporting period. Due to the depreciation of RMB during
the year under review, the net assets of the Group decreased, and
the exchange reserves decreased by approximately HK$143.00
million. Although foreign currency exposure does not pose significant
risks on the Group and currently, the Group does not have any
hedging measures against such exchange risks, the Group will
closely monitor the risks arising from such currency fluctuation.

TREASURY POLICIES

The business activities and operations of the Group are mainly
carried out in the Mainland China and Hong Kong, with transactions
denominated in RMB, HKD and US dollars, which expose the
Group to foreign currency risk. The Group currently does not have
any foreign currency hedging policy but maintains a conservative
approach on foreign exchange exposure management and ensures
that its exposure to fluctuations in foreign exchange rates is
minimised.

As at 31 December 2016, the corporate bonds and bank borrowings
of the Group were denominated in RMB at a fixed interest rate, and
the Group did not have any borrowings based on floating interest
rate.
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Management Discussion and Analysis
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IX. PLEDGE OF ASSETS

(a)

As at 31 December 2016, bank deposits of approximately
HK$1.64 million (as at 31 December 2015: approximately
HK$1.74 million) of the Group were pledged for bank facilities
granted to mortgagees.

On 29 March 2016, the Group entered into a guarantee
agreement with Chengtong Coal, a subsidiary of the ultimate
holding company of the Company, pursuant to which the
Group has provided a guarantee by pledging its buildings
with net book value of approximately HK$50,928,000 as at 31
December 2016 and issuing a guarantee letter to the Supreme
People’s Court of Guangxi Zhuang Autonomous Region to
the extent of approximately RMB53,540,000 (approximately
HK$59,965,000) for a period of three years. The guarantee
provided to Chengtong Coal was for the purpose of supporting
a property preservation order on certain subject assets in a
litigation between Chengtong Coal and its debtors.

X. COMMITMENTS AND GUARANTEES

Please refer to notes 42, 47 and 48 to the financial statements in this
report.
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Biographies of Directors and Senior Management

DIRECTORS
Mr. Yuan Shaoli

Mr. Yuan, aged 62, is an executive Director and the Chairman of the Board.
Mr. Yuan joined the Group in March 2011. Mr. Yuan had served as the
deputy division chief, the division chief and a deputy director of the Central
State Organizations of China for several years. He had also served as the
deputy president of CCHG and the president of China Huandao Group Co.
("Huandao Group"), a subsidiary of CCHG, and was an independent
non-executive director of Kangda International Environmental Company
Limited, the shares of which are listed on the Main Board of the Stock
Exchange. Mr. Yuan is presently a director of China Chengtong Hong Kong
Company Limited (“CCHK") and a director of World Gain Holdings Limited
(“World Gain"). CCHK and World Gain both have an interest in the
shares of the Company which would fall to be disclosed to the Company
under the provisions of Divisions 2 and 3 of Part XV of the Securities and
Futures Ordinance (Chapter 571 of the Laws of Hong Kong) (“SFO").
Mr. Yuan has extensive experience in business management, assets
management, public relations and human resources management.

Mr. Wang Hongxin

Mr. Wang, aged 53, is an executive Director and the Managing Director
of the Company. Mr. Wang joined the Group in March 2005. Mr. Wang
holds a Master degree in Business Administration from the Guanghua
Management School of Peking University, and a Bachelor degree of Arts
of Jilin Normal University. Mr. Wang has rich experience in corporate
management. He had served as a director and a deputy general manager
for Maoming Yongye (Group) Co. Ltd., the shares of which are listed on
the Shenzhen Stock Exchange and previously worked for China National
Materials Development & Investment Corporation as assistant to general
manager. Mr. Wang is also a director of several subsidiaries of the
Company. Mr. Wang is also a director of CCHK, which has an interest
in the shares of the Company which would fall to be disclosed to the
Company under the provisions of Divisions 2 and 3 of Part XV of the SFO.

Mr. Wang Tianlin

Mr. Wang, aged 44, is an executive Director and a director of several
subsidiaries of the Company. Mr. Wang joined the Group in February
2007. Mr. Wang obtained his Bachelor and Master degrees from Beijing
Institute of Technology and in 2003, he obtained his Master degree in
Business Administration in Finance from The Chinese University of Hong
Kong. Mr. Wang was previously the secretary to the board of directors of
Sihuan Pharmaceutical Company Limited, the shares of which are listed
on the Shenzhen Stock Exchange and also was the assistant to president
for CCHK. He is currently a president and executive director of Huandao
Group. Mr. Wang has extensive experience in corporate governance,
capital management and business administration.

EENGHEEEREE

EF
BRELE

REE 02 MITEEHREZGERE - RELE
NZT——F = ANARER - RIEERFEF
REREETHEZF  BETIERER  ERIED
& MEREECHBEREEEREN B R FRE
ZE(EE) AT EBKREEE  URGER
FRERBRRRBER AR (HBROMREZMERL
M) RBELIERTESE - RAERASTEEBAE
BERAT([HEE®E]) XWorld Gain Holdings
Limited ([World Gain|) v &% - Ma@EE &
World Gainf9# B IR EH KB E 50 (BB A
E571E) ([ EFREEG ) EXVHBE2RE3ISD
H 2 GXBRARAEIRE AN TIRGO R o &
EEERYEMNLEETE  BELE  QHEER
RANEREBES -

FREXRE

TRAE B35 MITEERARAEFAKIRE -
TRENR-_TZTRF=AMALREEH - £5x4E
FALRKREAEEESR THERBRLEUN
EMEBARXBE LM - TREFLEND
EREERKER  BEARNRIESZIM L
MZEkaKEEEBRNDERARNESNEILR
KR RERTEYERBIRERARETRL
EHIE - TRERBR/ARRETHERRZE
Z-IRAENARHBTENES  MABEEH
BIREES NG EXVERSE2 R E3D B2 &
XARAARNRBIRE 2 N AR s o

EXFEE

FTHRE 445 AITEERARRETHERR
ZEFE - TRER_TTLF - AMAKREHE -
TRESFENIERETARERETIEETNTE
BB YR -TTZ=FREEBPXAETL
BEEBRLERN - FRETNRIEFRZM L
MZHREERHBERAREETEFTSWE - T
LRHBEBRTANYE FRAEEEEA
BERTEE - TALEABEENRRDAE - &
TBEMDEETRRR -

China Chengtong Development Group Limited FEHBRREBER LT

21



22

Biographies of Directors and Senior Management
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Mr. Zhang Bin

Mr. Zhang, aged 48, is an executive Director and the deputy general
manager of the Company. Mr. Zhang joined the Group in July 2010 and
was appointed as an executive Director with effect from 30 January
2014. Mr. Zhang holds an EMBA degree from China Europe International
Business School and a Doctorate degree from Peking University. He also
undertook postdoctoral research in Rutgers University and North Carolina
State University in the United States. Mr. Zhang has rich theoretical and
practical experience in corporate management and risk control. He has
been the deputy general manager of CCHK since 2007. Mr. Zhang is also
a director of CCHK, which has an interest in the shares of the Company
which would fall to be disclosed to the Company under the provisions of
Divisions 2 and 3 of Part XV of the SFO.

Professor Chang Qing

Professor Chang, aged 59, is an independent non-executive Director.
Professor Chang joined the Group in January 2013. He is currently the
chairman of Jinpeng International Futures Co., Ltd., a professor of China
Agricultural University and the chairman of the expert committee of China
Futures Association. Professor Chang is also currently a council member
of Shanghai Futures Exchange and a member of the Expert Committee of
China Securities Journal. Professor Chang is now acting as an independent
non-executive director of Kangda International Environmental Company
Limited (@ company listed on the Main Board of the Stock Exchange). He
previously served as independent directors of Tibet Summit Resources
Co., Ltd. (formerly known as Tibet Summit Industry Co., Ltd.) and TBEA
Co., Ltd. (both companies are listed on the Shanghai Stock Exchange) as
well as Yuan Long Ping High-Tech Agriculture Co., Ltd., Rongfeng Holding
Group Co., Ltd. and Shenwu Environmental Technology Co., Ltd. (all three
companies are listed on the Shenzhen Stock Exchange). Professor Chang
studied Economics at Jilin University and obtained his Master degree in
Economics from Jilin University in 1985 and PhD degree from Chinese
Academy of Social Sciences. He has over 30 years of experience in
economic and financial field.

Mr. Lee Man Chun, Tony

Mr. Lee, aged 63, is an independent non-executive Director. Mr. Lee
joined the Group in November 2013. He has been an executive director of
Shenwan Hongyuan (H.K.) Limited (formerly known as Shenyin Wanguo
(H.K.) Limited), the shares of which are listed on the Main Board of the
Stock Exchange, since June 2000, and served as its chief executive officer
during the period from July 2000 to March 2012. Mr. Lee obtained a
Master degree in Business Administration from Chu Hai College of Higher
Education in 1981. Previously, he worked for and held senior positions
with Standard Chartered Bank and Sanwa International Finance Ltd. He is
a member of the Hong Kong Institute of Certified Public Accountants. He
has over 30 years of experience in accounting, capital markets, corporate
management, finance and banking.
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Biographies of Directors and Senior Management

Professor He Jia

Professor He, aged 62, is an independent non-executive Director.
Professor He joined the Group in September 2015. Currently, he is the
leading professor of the Faculty of Financial Mathematics and Engineering
at the South University of Science and Technology of China, a jointly-
appointed professor at the Tsinghua University, Cheung Kong Visiting
Chair Professor of the Ministry of Education and an executive director
and academic member of the China Society for Finance and Banking.
Professor He is currently an independent non-executive director of OP
Financial Investments Limited and CITIC Securities Company Limited,
the shares of both of which are listed on the Main Board of the Stock
Exchange, and an independent director of Shenzhen Xinguodu Technology
Co., Ltd. (a company listed on ChiNext of Shenzhen Stock Exchange), Tibet
Huayu Mining Co., Ltd., Tsinghua Tongfang Co., Ltd., the shares of which
are both listed on the Shanghai Stock Exchange, and China Investment
Securities Co., Ltd. He had also previously served as an independent
director of Shenzhen Soling Industrial Co., Ltd. (a company listed on Small
and Medium Enterprises Board of Shenzhen Stock Exchange). He was
also previously a professor of the Department of Finance and a director
of the MBA program in Finance at the Chinese University of Hong Kong.
Professor He was a commissioner of the Planning and Development
Committee of China Securities Regulatory Commission from June 2001
to August 2002, and a director of integrated research institute of the
Shenzhen Stock Exchange from June 2001 to October 2002. Currently,
Professor He acts as a financial consultant for the Chengdu and Quanzhou
municipal governments. He is also an editor of China Financial Economics
Review, and is serving as a member of the editorial boards of a number of
journals, including China Accounting and Finance Review and Research in
Banking and Finance. He holds a Doctor of Philosophy degree in Finance
from the Wharton School of University of Pennsylvania, the United States.

SENIOR MANAGEMENT
Mr. Chan Siu Kay

Mr. Chan, aged 57, is the financial controller of the Company and a director
of several subsidiaries of the Company. He joined the Company in May
2014. Mr. Chan holds a Master degree in Business Administration from
the University of Strathclyde in the United Kingdom and a Master degree
in Corporate Finance from The Hong Kong Polytechnic University. He is a
fellow member of the Association of Chartered Certified Accountants and
a Certified Public Accountant of The Hong Kong Institute of Certified Public
Accountants. He is also an associate member of The Hong Kong Institute
of Chartered Secretaries and The Institute of Chartered Secretaries and
Administrators. He is also a Fellow Certified Professional Economist of
The Hong Kong Society of Economists Limited. Mr. Chan has gained over
26 years of experience in audit, accounting, taxation, corporate finance
and IPO from working in an international audit firm and a number of listed
companies.
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EENEHREERRBE

COMPANY SECRETARY
Ms. Tse Ching Wah

Ms. Tse, aged 35, is the company secretary of the Company. Ms. Tse
joined the Group in October 2012. She holds a Master degree in Corporate
Governance from The Hong Kong Polytechnic University. She is a fellow
member of both The Hong Kong Institute of Chartered Secretaries and
Institute of Chartered Secretaries and Administrators. She is also a
member of both The Hong Kong Institute of Certified Public Accountants
and The Institute of Chartered Accountants in England and Wales. She
has extensive experience in accounting, auditing, corporate governance
and merger and acquisition activities from working in an international
accounting firm and a Hong Kong listed company.
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The Board is pleased to present the corporate governance report of the
Group for the Year.

The Group considers that good corporate governance is vital to the healthy
and sustainable development of the Group and the Group strives to uphold
high standard of corporate governance continuously.

In the opinion of the Directors of the Company, the Company had complied
with all the code provisions of the Corporate Governance Code (“CG
Code") as set out in Appendix 14 to the Rules Governing the Listing of
Securities on Stock Exchange (“Listing Rules”) for the Year.

The Company periodically reviews its corporate governance practices
to ensure those continue to meet the requirements of the CG Code,
and acknowledges the important role of the Board in providing effective
leadership and direction to the Company's business, and ensuring
operational transparency and accountability.

The key corporate governance principles and practices of the Company
during the Year are summarised as follows:

THE BOARD
Responsibilities

The Board provides leadership, approves policies, strategies and plans,
and oversees their implementation to sustain the healthy growth of the
Company in the interests of the shareholders.

The Board is responsible for all major matters of the Group, and the
approval and monitoring of all material changes in policies, including risk
management strategies, dividend policy, appointment of directors and
other significant financial and operational matters.

All Directors have full and timely access to all relevant information as well
as the advice and services of the company secretary of the Company, with
a view to ensure that the Board's procedures and all applicable rules and
regulations are followed. In general, each Director can seek independent
professional advices in appropriate circumstances at the Company’s
expenses, upon making request to the Board.

The day-to-day management, administration and operation of the Company
are delegated to the Managing Director, executive Directors and senior
management. Approval from the Board has to be obtained prior to entering
into any significant transactions by the aforementioned personnel.

Composition
The composition of the Board encompasses the necessary balance of skills
and experiences desirable for effective leadership of the Group and reflects

the independence in decision-making of the Board.

As at the date of this report, the Board of the Company comprised the
following Directors:
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Executive Directors

YUAN Shaoli (Chairman of the Board)
WANG Hongxin  (Managing Director)
WANG Tianlin

ZHANG Bin

Independent non-executive Directors
CHANG Qing

LEE Man Chun, Tony

HE Jia

The list of Directors (by category) is disclosed in all corporate
communications issued by the Company and on the websites of the
Company and the Stock Exchange pursuant to the Listing Rules.

During the Year, the Board at all times met the requirements of the Listing
Rules relating to the appointment of at least three independent non-
executive directors representing not less than one-third of the Board, with
at least one independent non-executive director possessing appropriate
professional qualifications, or accounting or related financial management
expertise.

The Company has received written annual confirmation from each of the
existing independent non-executive Directors of his independence pursuant
to the requirements of Rule 3.13 of the Listing Rules. The Company
considers all independent non-executive Directors to be independent in
accordance with the independence guidelines set out in the Listing Rules.

The independent non-executive Directors bring a wide range of business
and financial expertise and relevant experience to the Board and provide
independent opinions for decision-making of the Board. Through active
participation in Board meetings, taking the lead in issues involving
potential conflicts of interest and serving on committees of the Board, all
independent non-executive Directors make positive contributions to the
orderly management and effective operation of the Company.

Appointment and Succession Planning of Directors

The Company has established the nomination committee (“Nomination
Committee”) and adopted formal, considered and transparent procedures
for the appointment and succession planning of Directors. Appropriate
candidates as properly selected by the Nomination Committee will be
proposed to the Board for approval.

In accordance with the Articles of Association of the Company, one third of
the Directors are subject to retirement by rotation every year and any new
Director appointed to fill a causal vacancy or as an addition to the Board
shall hold office only until the next following annual general meeting of the
Company and shall then be eligible for re-election at such meeting.

The Board recommended the re-appointment of the Directors standing for
re-election at the forthcoming annual general meeting of the Company.
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The Board and the Nomination Committee as a whole are responsible for
reviewing the Board composition, developing and formulating the relevant
procedures for nomination and appointment of Directors, monitoring the
appointment and succession planning of Directors and assessing the
independence of independent non-executive Directors. The Board reviews
its own structure, size and composition regularly to ensure that it has a
balance of expertise, skills and experience appropriate to the requirements
of the business of the Company.

Where vacancies on the Board exist, the Board will carry out the selection
process by making reference to the skills, experience, professional
knowledge, personal integrity and time commitments of the candidates
proposed by the Nomination Committee, the Company’s needs and other
relevant statutory requirements and regulations. The Board will consider
engaging an external recruitment agency to carry out the recruitment and
selection process when necessary.

All independent non-executive Directors were appointed for a fixed term of
one year.

Detailed information of the Directors standing for re-election will be set out
in the circular of the Company in relation to the forthcoming annual general
meeting to be despatched to the shareholders.

Board Diversity Policy

The Company continuously seeks to enhance the effectiveness of the
Board and to maintain the highest standards of corporate governance and
recognises and embraces the benefits of diversity in the Board. In August
2013, the Board adopted a Board Diversity Policy to comply with a code
provision of the CG Code.

The Company believes that a diversity of perspectives can be achieved
through consideration of a number of factors, including but not limited
to skills, regional and industrial experience, cultural and educational
background, race, gender and other qualities. In forming its perspective on
diversity, the Company will also take into account factors based on its own
business model and specific needs from time to time.

The composition, experience and balance of skills in the Board are regularly
reviewed to ensure that the Board retains a core of members with
longstanding knowledge of the Group alongside new Director(s) appointed
from time to time who bring(s) fresh perspectives and diverse experiences
to the Board. The process for the nomination of Directors is led by the
Nomination Committee, which has been made on a merit basis. The Board
will review the Board Diversity Policy on a regular basis to ensure its
continued effectiveness.
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Board Meetings

Number of Meetings and Directors’ Attendance

Regular Board meetings are held at least four times a year at approximately
quarterly intervals for reviewing and approving the Group's financial
and operating performance, discussing annual and interim results and

considering and approving the overall strategies of the Company.

During the Year, six Board meetings were held, including four regular
Board meetings.

The individual attendance record of each Director at the Board meetings
held during the Year is set out below:

Name of Directors

ESEETH
ERREFHFE R

ARRFFELBRITORERSOITEE OB
BEERT R AEZRMERBEOM B RE
ERE - ASEFRTRREARELARFN
AR -

RAFE  ARBHABITRNRESEEH AP
BRUOREZESPIITEE -

BEERAFERNRESS 3 2 A5 HE L
Iy

Number of
Attendance/
Number of Board
Meetings Held

HiE  BREEg
Exlg BERRH
YUAN Shaoli 6/6
RAAER
WANG Hongxin 6/6
B H
WANG Tianlin 6/6
EEPN
ZHANG Bin 6/6
ok
CHANG Qing 6/6
B E
LEE Man Chun, Tony 6/6
FE2
HE Jia 6/6
(EIRES

Practices and Conduct of Meetings

Meeting schedules and agenda of each meeting are normally made
available to the Directors in advance. Notices of regular Board meetings
are served to all Directors at least 14 days before the meetings. For other
Board and committee meetings, reasonable notice is generally given.

Board papers together with all appropriate, complete and reliable
information are sent to all Directors in a timely manner before each Board
meeting or committee meeting to keep the Directors apprised of the latest
development and financial position of the Company and to enable them to
make informed decisions. The Board and each Director also have separate
and independent access to the senior management whenever necessary.
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The company secretary of the Company assists the Chairman of the
Board to prepare the agenda for the Board meetings and ensures that all
applicable rules and regulations are followed in each meeting. Draft agenda
is sent to all Directors in advance to allow Directors to include any matter
they would like to discuss in the meeting. Draft minutes are circulated to
all Directors for review and amendment as soon as practicable after the
meeting is held. All Board members will be given a copy of the finalised
minutes approved by Directors who attended the meeting.

Should a Director be involved in any conflict of interest in any proposed
transactions, the Director concerned will not participate in the discussion
and will abstain from voting on related resolutions. Directors without any
conflict of interest will be present at meetings to vote and resolve on such
issues.

Chairman and Managing Director

During the Year, the positions of Chairman of the Board and Managing
Director are held by Mr. Yuan Shaoli and Mr. Wang Hongxin respectively.
Their respective responsibilities are clearly defined and set out in writing to
ensure a balance of power and authority.

Mr. Yuan Shaoli, the Chairman of the Board, provided leadership and was
responsible for ensuring that relevant duties and responsibilities have been
fully and appropriately executed by the Directors in accordance with good
corporate governance practice. With support of the senior management,
the Chairman of the Board was also responsible for ensuring that each
of the Directors can timely receive adequate, complete and reliable
information and appropriate briefing on issues arising at Board meetings.

Mr. Wang Hongxin, the Managing Director, is responsible for leading
the management to implement policies, strategies as well as all goals
and plans adopted and approved by the Board, and is in charge of the
Company's day-to-day operations.

BOARD COMMITTEES

The Board has established four committees, namely, the executive
committee ("Executive Committee”), audit committee (“Audit
Committee"”), remuneration committee (“"Remuneration
Committee”) and Nomination Committee, each overseeing and being
responsible for affairs in different aspects of the Company. All Board
committees of the Company are established with defined written terms of
reference.

All Board committees are provided with sufficient resources to discharge
their duties and, upon reasonable request, are able to seek independent
professional advice in appropriate circumstances, at the Company's
expenses.
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Executive Committee

The Executive Committee comprises all executive Directors. The
Executive Committee is responsible for the daily business operation and
management of the Company, the execution of decisions and strategies
of the Board within the scope of authorization granted by the Board. The
Executive Committee regularly reports to the Board regarding the Group's
business operation and seeks its advice and approval on matters involving
material decision-making.

Audit Committee

During the Year, the Audit Committee comprised three independent non-
executive Directors, namely, Mr. Lee Man Chun, Tony (chairman of the
Audit Committee), Professor Chang Qing and Professor He Jia. Mr. Lee
Man Chun, Tony is an independent non-executive Director who possesses
the appropriate professional accounting qualifications and financial
management expertise. None of the members of the Audit Committee is a
former partner of the Company's existing external auditor.

The main duties of the Audit Committee include the following:

(@)  to review the financial statements and reports and consider any
significant or unusual items raised by the internal auditor or external
auditor before submission to the Board;

(b)  to review the relationship with the external auditor by reference
to the work performed by the auditor, its fees and terms of
engagement, and make recommendation to the Board on the
appointment, reappointment and removal of external auditor; and

(c)  toreview the adequacy and effectiveness of the Company’s financial
reporting system, internal control system and risk management
system and associated procedures.

The Audit Committee has held two meetings during the Year to review the
financial results and reports, capital management system, internal control
system and the re-appointment of the external auditor.

During the Year, there are no material uncertainties or events or conditions
that may cast significant doubt on the Company's ability to continue as a
going concern.

There was no disagreement between the Audit Committee and the
Directors in respect of matters about selection, appointment, resignation
or dismissal of an external auditor.

During the Year, the Company's annual results for the year ended 31

December 2015 and the interim results for the six months ended 30 June
2016 had been reviewed by the Audit Committee.
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Remuneration Committee

During the Year, the Remuneration Committee comprised two independent
non-executive Directors and the Managing Director, namely, Professor He
Jia (chairman of the Remuneration Committee), Mr. Lee Man Chun, Tony
and Mr. Wang Hongxin.

The primary objectives of the Remuneration Committee include making
recommendations to the Board on the remuneration policy and structure
of the Company as well as the remuneration packages of the Directors and
the senior management. The Remuneration Committee is also responsible
for establishing transparent procedures for developing such remuneration
policy and structure to ensure that no Director or any of his associates will
participate in deciding on his own remuneration. The remuneration of the
Directors and the senior management will be determined by reference
to the performance of the individual and the Company as well as market
conditions.

The Remuneration Committee meets for reviewing the remuneration
policy and structure and making recommendations to the Board on the
annual remuneration packages of the members of the Board and the senior
management and other related matters. The human resources department
is responsible for collection and administration of the human resources
data and making recommendations to the Remuneration Committee for
consideration. The Remuneration Committee shall consult the Chairman
of the Board and/or the Managing Director about the recommendations on
remuneration policy and structure and remuneration packages.

The Remuneration Committee held one meeting during the Year and
reviewed the remuneration policy and structure of the Company and
remuneration packages of the Directors and the senior management.

Nomination Committee

During the Year, the Nomination Committee comprised two independent
non-executive Directors and the Chairman of the Board, namely, Professor
Chang Qing (chairman of the Nomination Committee), Mr. Lee Man Chun,
Tony and Mr. Yuan Shaoli. The Nomination Committee is responsible
for nominating candidates for directorship appointment and succession,
reviewing the composition and structure of the Board from time to time
and making recommendations to the Board in order to ensure the balance
of expertise, skills and experience among the members of the Board.
Nomination of candidates for directorship will be made with reference to
the possession of appropriate skills, industrial experience, professional
knowledge, personal integrity and time for participating in the Company’s
affairs. During the Year, the Nomination Committee held one meeting to
discuss the re-election of the Directors.
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Board Committee Meetings
Number of Meetings and Directors’ Attendance
The individual attendance record of each Director at the meetings of the

Audit Committee, Remuneration Committee and Nomination Committee
held during the Year is set out below:

EEZREEH
ERABREFHELH

BEENAFEARERZES FMEEENR
REZEGER AN LFLEEIILT

=Z=HE TR

Number of Attendance/Number of
Board Committee Meetings Held

HERS STEEZETTERH

Audit Remuneration Nomination
Name of Directors Committee Committee Committee
EElR EZZRYE FAZRE REZRE
YUAN Shaoli Not applicable Not applicable Al
RiAE TEA TiE A
WANG Hongxin Not applicable Al Not applicable
FHE NEA TEA
CHANG Qing 2/2 Not applicable 11
% A TR
LEE Man Chun, Tony 2/2 7 11
g2
HE Jia 2/2 N Not applicable
il = T

MODEL CODE FOR SECURITIES TRANSACTIONS

The Company has adopted its own code of conduct regarding Directors’
securities transactions (the “Code of Conduct”) on terms no less
exacting than the required standard set out in the Model Code for
Securities Transactions by Directors of Listed Issuers (the “"Model
Code") as set out in Appendix 10 of the Listing Rules. Specific enquiry
has been made of all the Directors and the Directors have confirmed that
they had complied with the requirements of the Code of Conduct and the
Model Code during the Year.

The Company has also set out written guidelines on terms no less exacting
than the Model Code for securities transactions by the employees who are
likely to be in possession of unpublished inside information of the Company
due to their responsibilities and duties. No incident of non-compliance of
the written guidelines by the employees was noted by the Board during
the Year.

CORPORATE GOVERNANCE FUNCTIONS

The Board has not established a corporate governance committee.
Instead, the full Board is responsible for performing the corporate
governance functions such as developing and reviewing the Company's
policies, practices on corporate governance, training and continuous
professional development of the Directors and senior management, the
Company's policies and practices on compliance with legal and regulatory
requirements, etc.
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Every Board member has full access to the advice and services of the
company secretary of the Company with a view to ensure that the Board
procedures, and all applicable rules and regulations are followed and they
are also entitled to have full access to Board papers and related materials
so that they are able to make an informed decision and to discharge their
duties and responsibilities.

SUPPORT AND PROFESSIONAL DEVELOPMENT
OF DIRECTORS

All Directors have been given relevant guideline materials regarding the
duties and responsibilities of being a director, the relevant laws and
regulations applicable to the directors, duty of disclosure of interest
and business of the Group and the Directors have been updated by the
Company on the latest development regarding the Listing Rules and other
applicable regulatory requirements to ensure compliance and enhance their
awareness of good corporate governance practices. There is a procedure
agreed by the Board to ensure that the Directors, upon reasonable
request, are able to seek independent professional advice in appropriate
circumstance, at the Company’s expenses.

Each of the existing Directors confirmed that he had complied with the
code provision A.6.5 of the CG Code on directors’ training. During the
Year, all the existing Directors have participated in continuous professional
development by attending seminars/in-house briefing/reading materials on
the following topics to develop and refresh their knowledge and skills and
provided a record of training to the Company:

Name of Directors
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Topics on
training covered

EERE PR Z B 8| £ R

(Note)
(Bi&t)

YUAN Shaoli a b, cd

v i

WANG Hongxin a b, cd

FHE

WANG Tianlin b

F R

ZHANG Bin a, b cd

&R

CHANG Qing b

T~

/B

LEE Man Chun, Tony a, b, c

FE2

HE Jia b

il =

Notes: Fa

(a) corporate governance (a) TEER

(b)  compliance and regulatory matters for Hong Kong listed companies b)  BEBLAARMNGHAREEEE

(c)  finance and investment ©  BBRikE

(d)  risk management d  EARER
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RESPONSIBILITIES IN RESPECT OF
THE PREPARATION OF THE FINANCIAL
STATEMENTS AND AUDITOR’S
REMUNERATION

The Board is responsible for presenting a balanced, clear and
understandable assessment of annual and interim reports, inside
information announcements and other disclosures required under
the Listing Rules and other regulatory requirements. The Directors
acknowledge their responsibility for preparing the financial statements of
the Company for the Year.

The statement of the external auditor of the Company about their reporting
responsibilities on the financial statements is set out in the Independent
Auditor’s Report on pages 65 to 69 in this report.

The remuneration of the external auditor of the Company in respect
of audit services and non-audit services for the Year amounted to
approximately HK$980,000 and HK$310,000 respectively. An analysis of
the remuneration of the external auditor of the Company is set out below:

HRERMBEREERIEHRER XM
o

EEgAARBETRAINEGEERERER
FEE  BE ZNFENFRETHRS A
BHEASREMATREEN - EFHNEHA
BEARNBAFENRNERENBE -

B R R SN R BLED 70 E 5h B 7 3 o B
AFMEBRAESRN ARG FE5E69E [ B IZE
AR | o

RREE RN ZEAD A AN F E IR BRI &
SEEAZRTS - ME SNBSS B4 A 1980,000
JC KB HE310,0007T © AN BISMEZERET BN S
HrEBIaT

Amount of Fee

BH

(HK$°000)

BT T)

Audit services EAZ RIS 980
Review on interim financial information ER B E R 180
Other non-audit servicesMet/ E b IERE AR TS (i) 130
Total “eEt 1,290

Note: Services in relation to the proposed spin-off of the hotel and marine travelling
services business of the Group.

RISK MANAGEMENT AND INTERNAL CONTROL

The organization structure of the Company has defined lines of
responsibility and appropriate responsibility and authority were delegated
to senior management. The Board is responsible for the establishment and
effective operation of the risk management and internal control system.
The Company has also established a risk management department, of
which one of the executive Directors serves as the general manager,
to assist the Board to review the risk management and internal control
system of the Group on an ongoing basis. However, such system aims at
limiting the risks of the Group to an acceptable level but not at eliminating
all risks. Hence, such system can only provide reasonable assurance that
there will not be any error in financial information and record, and there will
not be any fraud. The system can only provide reasonable and not absolute
assurance against material misstatement or loss.
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The Board has established effective and operational procedures to
identify, assess and manage major risks faced by the Group. Such
procedures will be updated from time to time to reflect the changes in
rules and regulations, and shall be used as a guideline for updating the risk
management and internal control system in a timely manner. The Board
considers that as at the date of this report, the risk management and
internal control system is adequate and effective in safeguarding the assets
of the Group and protecting the interests of shareholders, customers and
employees of the Group.

The Executive Committee is responsible for implementing the procedures
approved by the Board to identify, assess and manage maijor risks faced by
the Group. Such procedures include the design, operation and supervision
of suitable risk management and internal control system to mitigate and
control risks. Major procedures established for reviewing the suitability
and compliance of the risk management and internal control system are as
follows:

o the Board is responsible for the supervision of all business activities
of the Group and the implementation of strategic plans and policy.
The Executive Committee is responsible for the effective daily
operation of the Group and for ensuring that the Group operates in
accordance with the target, strategy and budget of the Group;

o the Audit Committee periodically reviews the work of the risk
management department, external auditor, regulatory bodies and the
Executive Committee in respect of the risk management and internal
control system, and assesses the feasibility and effectiveness of the
risk management and internal control system; and

° the risk management department also formulates the annual
internal audit plan and procedures, conducts periodic independent
reviews on the operations of individual divisions and subsidiaries to
identify any irregularities and risks, develops action plans and makes
recommendations to address the identified risks, and reports to the
Audit Committee on any key findings and progress of the internal
audit process. The Audit Committee, in turn, reports to the Board on
any material issues and makes recommendations to the Board.

In strict compliance with the requirements of code provision C.2.1 of
the CG Code, the Group conducts a comprehensive review of the risk
management and internal control system under the guidance of the Board
and the senior management on an annual basis. The review includes
an assessment of the prevailing internal control and risk management
practices of the Group and covers various aspects including financial
control, operational control, compliance control and risk management.

For the year ended 31 December 2016, the Board had conducted a
comprehensive review of the risk management and internal control system
of the Company. The Board considered that the internal control and risk
management system of the Company is adequate and effective and the
Company has complied with the code provisions on internal control and
risk management of the CG Code.

In addition, the Company has formulated policies on information disclosure
and regularly reminded Directors and employees to properly comply
with relevant policies on inside information while notifying the Directors,
senior management and employees the latest guidance announced by the
regulatory body on such information disclosure from time to time to keep
all of them abreast of the latest information.
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COMPANY SECRETARY

During the Year, Ms. Tse Ching Wah, who is an employee of the
Company, acted as the company secretary of the Company. In delivering
her service as company secretary of the Company, Ms. Tse has direct
contact with the Chairman of the Board, the Managing Director and other
senior management of the Company to ensure that good information flows
among the Directors and that Board policy, procedures and all applicable
laws, rules and regulations are followed. She is also responsible for
facilitating professional development training of the Directors.

Ms. Tse has confirmed that during the Year, she had taken no less than 15
hours of relevant professional training.

INVESTOR RELATIONS

Pursuant to the Listing Rules, all the resolutions of general meetings are
conducted by way of poll.

Poll results will be posted on the websites of the Stock Exchange and the
Company on the day of the relevant general meeting.

The general meetings of the Company provide a forum for communication
between the shareholders and the Board. The Chairman of the Board as
well as the chairmen of each of the Audit Committee, the Remuneration
Committee and Nomination Committee or in their absence, other members
of the Board or the respective committees, and where applicable, the
independent Board committee, are available to answer questions at the
general meetings.

During the Year, the Company had held one general meeting (being the
annual general meeting ("AGM") held on 16 June 2016). The attendance
record of the Directors in such general meeting is as follows:

Name of Directors
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The Company will continue to enhance communications and relationships
with its shareholders and investors to keep them abreast of the Company’s
developments. Enquiries from investors are dealt with timely.

Currently, investors can access the Company’'s information through
the website of the Stock Exchange and the Company’s website at
www.irasia.com/listco/hk/chengtong.

SHAREHOLDERS’ RIGHTS

(1

(2)

Procedures for shareholders to convene an extraordinary
general meeting (“EGM”)

In accordance with sections 566 to 568 of the Companies
Ordinance (Chapter 622 of the Laws of Hong Kong) (“Companies
Ordinance”), shareholder(s) of the Company representing at least
5% of the total voting rights of all the shareholders having a right to
vote at general meetings of the Company may require the Directors
to convene an EGM. The written requisition must state the general
nature of the business to be dealt with at the EGM and must be
signed by the shareholder(s) concerned and deposited at the principal
office of the Company in Hong Kong for the attention of the company
secretary in hard copy form or sent to the Company in electronic
form. The requisition may consist of several documents in like form,
each signed by one or more of the shareholders concerned.

If the Directors of the Company do not, within 21 days after the
date on which the written requisition is received by the Company,
proceed duly to convene an EGM on a date not more than 28 days
after the date of the notice convening the EGM, the shareholder(s)
who requested the meeting, or any of them representing more than
one-half of the total voting rights of all of them, may themselves
convene an EGM, provided that the EGM so convened shall not be
held after the expiration of 3 months from the said date.

The EGM convened by shareholders shall be convened in the same
manner, as nearly as possible, as that in which general meetings are
to be convened by the Directors of the Company.

Shareholders’ enquiries

Shareholders’ enquiries about their shareholdings can be directed to
the Company’s branch share registrar in Hong Kong, Computershare
Hong Kong Investor Services Limited. Other shareholders’ enquiries
can be directed to the Company Secretarial Department of the
Company or the company secretary of the Company by post to
the principal office of the Company at Suite 6406, 64/F., Central
Plaza, 18 Harbour Road, Wanchai, Hong Kong or by e-mail to
public@hk217.com.
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(3)

Procedures for putting forward resolutions at general
meetings

Shareholders are requested to follow sections 615 and 616 of the
Companies Ordinance for including a resolution at an AGM. The
requirements and procedures are set out below:

(i)

(ii)

Any number of shareholders representing at least 2.5% of the
total voting rights of all shareholders having a right to vote on
the resolution at an AGM to which the requisition relates, or at
least 50 shareholders having a right to vote on the resolution
at an AGM to which the requisition relates, may submit a
requisition in writing to put forward a resolution which may
properly be moved and is intended to be moved at an AGM.

The Company shall not be bound by the Companies Ordinance
to give notice of the proposed resolution or to circulate a
statement of not more than 1,000 words with respect to the
matter referred to in the proposed resolution to shareholders
of the Company entitled to receive notice of an AGM unless a
copy of the requisition specifying the resolution of which notice
is to be given and signed by the shareholders concerned (or 2
or more copies which between them contain the signatures
of all the shareholders concerned) is deposited at the principal
office of the Company for the attention of the company
secretary in hard copy form or is sent to the Company in
electronic form not less than (i) 6 weeks before an AGM to
which the requisition relates; or (ii) if later, the time at which
notice is given of that AGM.

CONSTITUTIONAL DOCUMENTS

(3) TERRXELIRHEBRNHER

ERRBENERBFAS LIRE —BRE -

ARBCA

RAIMERFINE615 R FE6161EK » HE

SKEFRFPUOT ¢

(i)

(i)
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The Company has not amended its constitutional documents during the
Year.
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Environmental, Social and Governance Report

The Board is pleased to present the environmental, social and governance
("ESG") report ("ESG Report”) for the Year of the Group.

The Group always takes up social responsibility while creating economic
benefits and incorporates elements of social responsibility and environment
conservation into its operations. The Group believes that enhancing
its social responsibility is essential for the sustainable development
of the Group. Looking forward, the Group will persist in the long-term
development strategies of the operation, environment and society and
increase the transparency in a bid to create values for its shareholders.

SCOPE AND BASIS OF REPORTING

This ESG Report addresses matters concerned by key stakeholders
of the Group. In order to better understand the needs of its key
stakeholders including the employees and investors, the Company actively
communicates with its key stakeholders, and comprehensively evaluates
and identifies relevant matters relating to the ESG which have significant
impacts on key stakeholders through group discussions and telephone
interviews.

The Group has complied with the “comply or explain” provisions set out in
the “Environmental, Social and Governance Reporting Guide"” in Appendix
27 to the Listing Rules for the Year. Based on the principles of materiality,
guantitativeness, balance and consistency and in accordance with the
disclosure requirements of the “Environmental, Social and Governance
Reporting Guide”, this ESG Report summarizes the philosophy of the
Group in various aspects of the ESG and the related overall performance
of the principal businesses of the Group in relation to finance leasing, hotel
and marine travelling and property development in the PRC for the period
from 1 January to 31 December 2016. Subject to further improvement and
refinement in the Group's ESG strategy with more matured system for
information collection, the scope of this ESG Report will extend to cover all
core businesses of the Group.

Throughout the Year, there was no incidence of non-compliance with the
relevant environmental laws and regulations that have a significant impact
on the Group.

This ESG Report covers the identical period as that of the annual report of
the Group for the Year. This ESG Report is based on information derived or
concluded from the official documents or statistical reports of the Group.
In relation to the philosophy on the Group’s corporate governance, please
refer to the section headed “Corporate Governance Report” on page 25 of
the annual report of the Group for the Year.
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ENVIRONMENT

Emissions

The Group understands the importance of environmental protection. It
actively implements multiple measures for environmental protection in
its operations and formulates various management policies to reduce
emissions. The Group formulates the Administrative Regulations on
Business Vehicles ( ( AFEEIMEIZHE) ). When acquiring new vehicles,
the Group takes into consideration factors including the level of emission
reduction and energy saving. All vehicles are required to be maintained
regularly. Engines are required to be examined and maintained frequently
and accumulated carbon found in engines is to be cleaned up in a timely
manner, so as to reduce emission and mechanical friction. The Group
purchases vessels for its marine operations in accordance with the
environmental protection requirements of the relevant operating and
regulatory authorities of the local government and only vessels which have
passed the examination for prevention of pollution are to be purchased.

In addition, the Group has installed video conferencing system to
encourage its subsidiaries to utilize video conferencing in lieu of business
travelling which not only improves work efficiency of the Group, but also
reduces carbon footprint and emission of greenhouse gases.

Subsidiaries of the Group which are engaged in property development
business, namely Zhucheng Phoenix Landmark Company Limited
("Zhucheng Phoenix") and Dafeng Development, value environmental
protection in their respective development projects and strictly abide by
relevant domestic laws and regulations in relation to air, land and water
pollutions. The Group selects and utilizes new and green construction
materials which are made of solid waste (including construction waste,
coal gangue, coal ash, furnace slag, tailings and silt of lake and river etc.) as
raw materials in construction. Dust prevention measures such as covering,
hoarding, totally-enclosing, spraying, washing and greening are adopted
when construction work is being carried out to reduce air pollution. For
sewage treatment, sewage disposal facilities are designed, constructed
and put into use and operation simultaneously with the main part of
the property development projects of Zhucheng Phoenix and Dafeng
Development, and connected to urban pipeline to duly dispose of sewage.
CCT-Champs-Elysees project, which is constructed by Zhucheng Phoenix,
adopts various environmental protection measures including installation of
lighting wells in underground garage, glass curtain walls in public areas and
sensors in lighting system to implement green construction environment.
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Besides, numerous green architectural designs have been introduced in the
Group's Yalongwan Undersea World Hotel (“Undersea World Hotel")
situated in Hainan Province, the PRC. Natural ventilation system is adopted
in the hotel lobby with bushy lawn vegetation in the hotel. In addition,
the Group imposes strict requirements on operating vessels and strictly
implements preventive measures regarding oil pollution and centralized
garbage recycling. Operating vessels are prohibited to discharge waste
water and dump pollutants into the sea. Sewage generated from vessels
is prohibited to be discharged into the sea and is required to be properly
disposed of through urban sewage network. Meanwhile, the Group strives
to raise the awareness of its crews and the tourists on ocean protection
through launching publicity programmes and staff training. Crews and
tourists are required to collect garbage on vessels in accordance with the
related regulations and such collected garbage is centralized and processed
daily by designated persons and vessels.

In connection to seaweed and waste objects washed up onto beaches, an
environmental hygiene group has been set up to supervise and manage
the environmental hygiene in the beach areas and ocean garbage is
regularly cleaned up to achieve “Four Nos” (no sediment, no litter, no foul
water and no four pests) and “Four Cleans” (clean roads, clean green belt,
clean wall foot and clean public places).

As of the date of this ESG Report, the Group did not generate any
significant hazardous waste during its operations. Therefore, no relevant
internal regulations have been formulated.

Use of Resources

The Group encourages the reduction of energy consumption. Energy
saving light bulbs and LED lighting systems are used in all offices of the
Group. The Group encourages making use of natural daylight and refrain
from turning on unnecessary lights during daytime. Meanwhile, rules on
energy saving are implemented to ensure that all equipment and lights
of conference rooms are turned off when they are not in use. Equipment
and office machinery including but not limited to computers, printers and
photocopiers are to be switched to sleep mode immediately after use.
Employees are required to turn off lights and computers before leaving the
office. Energy saving devices are installed in the pantry so that the water
dispenser will be automatically turned off after office hours to reduce
consumption of electricity and water. In addition, temperature in the office
is set with air-conditioners at an average of not lower than 26°C to reduce
energy consumption. Reminders and labels are adhered to all power switch
and electrical equipment to remind employees to save energy. In addition,
designated persons are arranged to conduct regular checks to ensure that
the abovementioned energy saving measures in relation to lights and office
equipment and machinery are complied with.

With regard to waste emission, the Group cultivates employees’
awareness on environmental protection through encouraging them to
reduce waste at source and advocates green office, such as the promotion
of double-sided printing, the use of recycled paper and electronic copies
for unofficial documents etc. The management of the Company also
supports green office. Starting from the Year, the Group has handled daily
business through electronic platform to achieve paperless office and has
successfully reduced paper consumption significantly. In particular in view
of the vast volume of contractual documents involved in the finance leasing
business of the Group, such measures have greatly helped to reduce the
consumption of paper.
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Meanwhile, the Group also adopts policy to reduce the use of disposable
consumables, such as disposable cutlery and plastic bottled water.
Measures to promote separation of waste for reuse and recycle are in
place pursuant to which certain consumables of photocopiers and printers
such as cartridges and toners, waste paper that cannot be reused and
discarded computers are to be separated from other daily solid waste for
recycling.

In addition, two or more employees are arranged to take the Group's
vehicle when attending out-of-office business activities in order to reduce
energy consumption by vehicles.

Environment and Natural Resources

In strict compliance with the Law on Evaluating Environmental Impact of
the PRC ( (i A R EFMBIBIB L ET(E %) ), administrative regulations
and other relevant rules of local governments, the Group analyses,
estimates and evaluates the potential and/or negative environmental
impacts before the commencement of any property development and
construction, and submits such findings to the Ministry of Environmental
Protection under a Report on Environmental Impact of Construction
Projects ( (iEFZRIBHIRETEREZLK) ). In addition, in order to reduce
nuisance caused by construction noise, temporary noise barriers are
installed in construction sites and construction equipment, such as
steam pile driver and drop hammer pile driver, that would produce noise
exceeding statutory acceptable level is avoided. Construction work is
also prohibited at night and during restricted hours to reduce noise.
Furthermore, the Group promotes green construction through planting
flowers and trees in the community gardens of its property development
projects so as to improve air quality and enrich the landscape of the
community.

In relation to the marine travelling business, the Group regularly promotes
knowledge of marine protection to tourists. The importance of coral
reef conservation is being explained to tourists who participate in diving
activities and tourists are also reminded not to touch or step on corals so as
to prevent destruction of natural environment and extinction of endangered
species. To further promote green community, the Group also grows
plants in scenic areas and actively participates in marine protection and
promotional activities held by the State Oceanic Administration of the PRC
from time to time.
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SOCIAL

Employment

Human resources are fundamental to the sustainable development of a
company. In 2016, the Group employed a total of 331 employees, of which
14 were based in Hong Kong and 317 were based in the PRC, and 177
were male and 154 were female. During the Year, a total of 45 employees
joined the Group.

The Group has a clear employment policy, remuneration and benefit
system, reward and punishment management system and code of
conduct. It strictly complies with applicable national and local laws and
regulations regarding employment matters. Duties and qualifications
of each position of the Group are carefully defined so as to provide a
guideline on staff recruitment. In relation to staff recruitment, the Group
adopts a set of high-transparency recruitment procedures. Preliminary
screenings are first conducted by the Human Resources Department of
the Group. Candidates will then be invited to participate in written tests,
interviews and personality tests. Thereafter, candidates are required to
attend professional tests being conducted by relevant departments and the
suitable candidate will eventually be chosen after being interviewed by the
Company's management team.

To attract and retain talents, the Group offers competitive remuneration
package and links the value of the position with the remuneration so as
to achieve “same rank same remuneration”. The Group strives to achieve
"Pay for Position, Pay for Ability and Pay for Performance”.

Moreover, the Group provides its employees with different promotion
opportunities. Other than evaluating abilities of and granting promotion
to employees with reference to their daily work performance and
annual performance appraisals, the Group optimizes employees’ career
development in accordance with the characteristics of different positions
and implemented a two-way career development model by allowing the
employees to develop their career either along the management rank or
along the professional technical path according to their own wishes and
preferences.

The Group offers comprehensive employee benefits including social
insurance, housing provident fund and Mandatory Provident Fund. The
Group places emphasis on work-life balance, in which employees work for
an average of 40 hours per week and are entitled to paid leaves including
marriage leave, maternity leave and compassionate leave, etc. The Group
also organizes activities for employees from time to time such as birthday
parties, spring and autumn tours, sports activities and learning corners
to enrich the lives of and strengthen the sense of belonging among
employees.

The Group respects equality and acts impartially regardless of sex, age,
race, disability, marital and family status. All employees share equal
opportunities in respect of recruitment, career development and promotion.
During the Year, the Group did not receive any report on discrimination.
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Health and Safety

In line with its people-oriented mission, the Group has placed considerable
emphasis on production safety. It promotes production safety to
employees through notices and WeChat group of the Company to ensure
safe operations. During the Year, the Group did not receive any report on
incidents in respect of production safety and/or serious work injury.

To safeguard the employees’ personal safety and to provide a safe working
environment, the Group established a production safety and management
committee which is responsible for monitoring all production safety
matters in the Group. In addition, the Group has formulated production
safety management measures and contingency plans in respect of
production safety incidents and its subsidiaries are required to place
importance on six areas, including education and training, troubleshooting,
cost management, emergency rescue, information delivery, incident
investigation and handling. Furthermore, achievement of production
safety is one of the assessing criteria in the annual operating performance
appraisal of all general managers of its subsidiaries and is being linked with
the “Pay for Performance” element in the Group’s remuneration policy in
order to ensure the implementation of various rules and regulations.

The Group requests its staff to put on their safety helmets when attending
construction sites. A site safety management leading team is established
in Zhucheng Phoenix and Dafeng Development to formulate fire safety
working plans in all construction sites. Staff trainings on fire safety and fire
drills are also held on a regular basis.

With regards to marine travelling, the Group arranges at least two
emergency drills, including marine rescue and rescue in scenic areas, every
year for employees working in hotel and/or operating marine travelling
facilities. In addition, the Group has adopted stringent fire safety measures
such as annual inspection of fire safety equipment, and employees who
are engaged in special types of work, including electricians of engineering
department, repairmen of shipping department, kitchen workers and dish
cleaners of food and beverage department, are required to use certain
protective tools as provided when carrying out their routine job duties.
Production safety conferences are conducted regularly for immediate
rectification and timely troubleshooting in respect of the issues discovered
during safety inspections.

The Group always regards the healthcare of employees as one of the major
tasks in maintaining a harmonious enterprise. To strengthen the protection
for employees and avoid work injuries and disease, the Group organizes
annual body checks for employees to demonstrate its care towards the
employees.

2016 Annual Report EERE

RERERR

AEBERZAARAINTE SEERLYE2E
ETE - BBEE  ARAMEHEARNETIEER
BHE  BRREHRE - AFE  ARERAR
SEAENZ2EER REATHBELOBRS -

RREBETAFZE  BRLZE2TFRR A%
B TRE2LEEREZES  BEEREENR
WEEREEESE - I AEECSIER R
HEEBIENREEESHERER  ¥E
B BRYE  BRTE  EBSRE - EE®
X BHRAEMERE T EESHEQRREG
Ek - W EEETENASHEBR R BIE
MFEREREERT  FRERAZZ— A
REEHMBER P AR &R R - URER
EREGEBNEE -

AEBERETHHEINABLAMTL2IE
ARBRERRAERBEFR TN T2ERRG )
A RAIAAIHETHEE 22 TETE - &
EHRE TRIDEN R 2EIIFEDNER

EELERETE  ARBESFRORFEMALE
K/ HEER LIRERENE T2EE ERA -
BEGESEHEERE © I AEBREE
BB 2R MEFETEIRERE - T
REET  MEESEET - BEREE TR T
EREFHRIENE TEETRTRERARR
RUNETHEIE  THASZZLESE -
HEZ2REPEENMBTRER - RS
(EF

AEBMKIEHAEETNRERERAERMBLE
B —IREH TIE - RIGAH B THRIE - @ RiE
FRETEMRBER  AREESFABE TRE
B AERTHELET -



Environmental, Social and Governance Report

Development and Training

The Group has laid a major focus on the retention and cultivation of talents
and has proactively promoted staff training. Through the combination
of internal and external trainings and the promotion of the Group's
philosophy of continuous learning, the Group has created an active learning
atmosphere and unlocked employees’ potentials which in turn fosters the
development and innovation of the Group.

In this regard, the Group formulates training and management plan at the
beginning of each year with an aim to provide staff with comprehensive
trainings, including orientation trainings for new personnel, safety
knowledge trainings, trainings on business topics, exchange activities,
language courses, law and financial professional trainings. Employees
also participate in trainings held by local trade unions and/or regulatory
authorities from time to time.

During the Year, the Group’'s employees at all levels have participated in
over 20 training courses with a total of approximately 500 training hours.
Each of the employees has undergone trainings of approximately 1.5 hours
on average.

Labour Standards

All PRC subsidiaries of the Group strictly comply with the employment
law of the PRC and are prohibited to employ forced labour or child labour.
During the Year, the Group did not receive any reported case in this regard.

Supply Chain Management

The Group strives to maintain and develop long-term and close relationship
with upstream and downstream customers and business partners. The
Group establishes supplier evaluation systems through standardized tender
and bidding procedures to ensure there is a fair and transparent selection
of contractors and suppliers. The Group does not only consider the
competitiveness of quotation, but also evaluates the quality of the relevant
products and services under the supplier evaluation systems. Regular
evaluations in respect of the standard and performance of the products and
services provided by contractors and suppliers are conducted to ensure
compliance with the relevant standard. Provisions for environmental
protection are incorporated into certain contracts, requesting contractors
and/or suppliers to strictly observe the requirements of environmental
protection when performing their contractual obligations.
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Product Responsibility
Health and Safety of Products and Services

The Group is committed to providing customers with quality products
and services. It actively enriches the types of projects involved in the
businesses of property development, bulk commodity and marine travelling
and improves the quality of its products and services to secure new
customers and strengthen relationship with existing customers.

Product safety is the upmost concern of the Group. The Group strictly
abides by the national laws and regulations in relation to production
safety of construction projects and regulates construction procedures and
processes. Relevant qualifications or operation certificate(s) are required for
those who are in specialised positions and those who operate specialised
equipment. Various procedures of check and acceptance are arranged
before delivery of products. Timely rectification measures are also carried
out when quality problems are found.

In respect of the hotel and marine travelling business of the Group, it has
always been the Group's priority in ensuring the safety of the tourists. The
Undersea World Hotel has a safety department and security staff who are
responsible for carrying out patrol in the hotel and safety inspection for
kitchen and firefighting equipment, as well as cooperating with the police
and firefighting departments, assisting in fire control training and screening
of guest list, etc. to ensure the safety of the hotel and tourists. With
regards to entertainment facilities on vessels, the captain of each vessel
undergoes thorough inspection for all entertainment facilities prior to the
commencement of daily operations. Fire safety measures are adopted
on all operating vessels and emergency drills are conducted among
employees regularly to ensure safe marine travelling. In respect of food
management of the hotel, the Group strictly manages and controls food
purchase channels, implements certificate and invoice system, establishes
purchase ledger and performs morning food inspections. The food
safety and supervisory department of the Group further arranges regular
inspections for all food processing plants and kitchens to guarantee food
safety and hygiene.

Customers’ satisfaction is the drive to promote service quality of the
Group. The Company establishes a wide spectrum of communication
channels including telephone hotlines, company website and social media
platform to strengthen its communication with customers. During the Year,
the Group did not receive any complaint about its products and services.
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Environmental, Social and Governance Report

Data Privacy and Protection for Intellectual Property Rights

The Group values data privacy and protection for intellectual property rights
and incorporates confidentiality provisions in certain existing contracts to
avoid information leakage and safeguard customers’ privacy. In addition,
the Group has enhanced the security of the personal information of
the customers of the Undersea World Hotel in strict compliance with
applicable administrative requirements of the local hotel industry.
Employees’ rights of access to customers’ personal information must be
approved and granted by their respective supervisors/managers so as to
avoid unauthorised and improper use of such information. With regards
to the protection of intellectual property rights, the Group strictly obeys
relevant regulations in its business operations such as the purchase and use
of licenced computer software.

Anti-Corruption

The Group strictly implements the administrative measures for its
decision-making system of “Three Significances and One Large”, in
which significant matters, appointment and dismissal of the senior
management, significant project arrangements and operations involving
large amount of capital funds are subject to decision making by the Board
and/or the Executive Committee upon discussion. During the Year, the
Group has organized staff trainings on regulatory documents in relation to
workplace integrity and self-discipline, staff assessments on anti-corruption
awareness as well as participating in relevant anti-corruption trainings
held by its controlling shareholder. At the same time, it has improved
the awareness of integrity and responsibility through conversations with
newly-appointed management and requesting the management to sign a
declaration of integrity and self-discipline and incorporating integrity status
as one of the assessment criteria of the performance evaluation of all
companies.

As regards the property development project, Zhucheng Phoenix and
Dafeng Development request all related staff and suppliers participating in
tenders to report any possible conflicts of interest. In connection with the
finance leasing business, the Group establishes witness system and face-
to-face signature system for major contracts. Apart from specifying the
information such as bank accounts of the lessees and related contractual
amounts in the contracts, the information is verified through telephone
conversation and email confirmation to avoid fraud.
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Community Investment

Society is an integral part of corporate development. In the course of
the Group's development, it has put itself in proactive endeavours in
performing social responsibilities, devoting itself to social welfare and
promoting positive energy.

During the Year, the Group has organized activities to help the poor
including the donation of books to Yanjing Small Swan of School for
Children of Workers (#ER/NKRIEIT TFH A mE4), Xiaojideng Deaf
Children’s Rehabilitation Center (/NMEEEFFEEF 1)) and Hope Primary
School in Poor Mountainous Areas (B L& %2 /N&) in the PRC.
Target poverty alleviation, including helping impoverished families due
to education level, improving the infrastructure of Xiazhuang village,
developing industrial poverty alleviation, was carried out near Xiazhuang
village, Sanxiang town, Yiyang County, Henan Province of the PRC and
funds and supplies were raised for areas affected by disasters and poverty.

In addition, the Group has established a kindergarten in the developed
community of Zhucheng City and donated approximately HK$936,000
during the Year to the Education Bureau of Zhucheng City for the
development of better education. Street hygiene hospital of Longdu of
Zhucheng City was invited to carry out health check-ups for residents in
the community.

During the Year, Hainan Yalongwan Undersea World Travel Company
Limited (Bm i@ 8K RIkEEH R A7) and Yalongwan Coral Reef
National Nature Reserve (=58 gs gE /@ HIHAME (R =) had jointly organised
a Marine Day campaign (tt5/8)% H) to clean beaches and garbage under
the sea. To contribute to the environment, Zhucheng Phoenix has also
provided funding for the construction of a street plaza, with the aim to
improve and beautify urban environment.

CONTACT

Your opinion is important to improve the Group’s corporate social
responsibility and this Report. Please do not hesitate to send us your
opinion or suggestion by email at public@hk217.com.
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The Directors present the annual report and the audited consolidated
financial statements of the Company for the Year.

PRINCIPAL BUSINESS

The principal business of the Company is investment holding. The principal
activities of its principal subsidiaries are set out in note 18 to the financial
statements.

RESULTS AND DIVIDENDS

The results of the Group for the Year are set out in the consolidated
income statement on page 70 of this annual report.

The Directors do not recommend the declaration of a final dividend for the
Year (for the year ended 31 December 2015: Nil).

PROPERTY, PLANT AND EQUIPMENT AND
INVESTMENT PROPERTIES

Details of movements in property, plant and equipment and investment
properties for the Year are set out in notes 15 and 17 to the financial
statements respectively.

SHARE CAPITAL

Details of share capital of the Company are set out in note 39 to the
financial statements.

During the Year, the trustee of the share award scheme of the Company
(“Share Award Scheme") purchased an aggregate of 7,670,000
existing shares of the Company on the Stock Exchange for the purpose of
the Share Award Scheme at an aggregate consideration of approximately
HK$4,480,000.

Save as disclosed above, neither the Company nor any of its subsidiaries
had purchased, sold or redeemed any of the Company's listed securities
during the Year.

DISTRIBUTABLE RESERVES

Details of the movements in the reserves of the Group for the Year are set
out in the consolidated statement of changes in equity on pages 74 to 75
of this annual report.

Details of the movements in the reserves of the Company for the Year are
set out in note 41 to the financial statements.

As at 31 December 2016, the Company had approximately HK$65,398,000
distributable reserve as calculated under Sections 291, 297 and 299 of the
Companies Ordinance (31 December 2015: HK$0).
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DONATIONS

The Group made approximately HK$936,000 donation for charitable
purposes during the Year (2015: Nil).

BUSINESS REVIEW

During the Year, the Group is principally engaged in property development,
property investment, finance leasing, bulk commodity trade and hotel and
marine travelling services within the region in the PRC.

Major Risks and Uncertainties

The results and business operation of the Group are affected by various
factors. The maijor risks are summarized as follows.

I

1.

/A

Property Development and Property Investment

In recent years, policies in respect of the property industry in the
PRC such as macro-economic control, reduction of inventory, the
increase in the proportion of first installment payable for initial
purchase of properties, limitation of purchase, adjustment to loan
interest rates, etc, have greater impact on property development
industry. CCT-Champs-Elysees and Chengtong International City,
the property development projects held by the Group, are situated
in the third and fourth-tier cities in the PRC. Features such as high
level of inventory, relatively low and unstable household income,
relatively low foreign population, high supply of properties and fierce
competition have affected the turnover of the projects. However,
with the decrease in land which is available for exploitation in nearby
areas of the projects and the positive local brand image of the CCT-
Champs-Elysees project built by the Group, the sales volume was
stable. In addition, the Group will continue to exit and has pursued
to dispose of the land in Dafeng of Jiangsu Province. Therefore, the
overall risks were controllable.

Finance Leasing

The finance leasing projects of the Group mainly focus on local
government infrastructure and lease back of public utilities. Business
and client types are relatively homogeneous and such concentration
of risks will affect the profitability of the Group. The Group has
formulated screening standards and internal control measures for
finance leasing projects. In the future, the Group will actively explore
a wide range of business models, expand business streams and
diversify risks.

Bulk Commodity Trading

National policies of the PRC such as environmental protection,
limitation on coal production, etc. have greater impact on bulk
commodity trading prices and market changes. In addition, the
influence of seasonality and climate resulted in the instability of the
prices of bulk commodity trade. Once there is a drop in the prices,
the turnover of the Group would easily be affected. In the future, the
Group will exercise an extensive control the business model of bulk
commodity trade to reduce the risks.
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IV. Hotel and Marine Travelling Services

As the society was under the economic new normal, most industry
was at a low ebb. Tourism industry, however, experienced a growth
against the trend and more enterprises and capital entered into the
tourism industry, while the competition in respect of the traditional
products reached a climax.

In addition, the marine travelling business is subject to the weather,
and adverse weather may affect the number of business days of
tourism projects and the profitability. Going forward, the Group will
pay attention to opportunities from other quality tourism resources
and timely update products and facilities according to the market
changes, in order to maintain the market competitiveness of its hotel
and marine travelling business.

V. Economy

The business of the Group is concentrated in the PRC, and therefore,
the Group would suffer from the risks arising from foreign currency,
mainly due to its holding of assets and liabilities denominated in
RMB. The fluctuation of exchange rate would have an impact on the
results of the Group. In addition, the fluctuation of global economy
and capital markets as well as the slowdown of global economy may
also result in a decrease in demand of clients for business of its the
Group.

Compliance with Laws and Regulations

The Group constantly monitored the operation of its core businesses in the
PRC to ensure the compliance with the relevant PRC laws and regulations.

I Property Development and Property Investment

Zhucheng Phoenix and Dafeng Development, the subsidiaries of
the Company, are principally engaged in property development and
property investment business. During the Year and up to the date
of this report, the Group has been in compliance with the laws and
regulations in Mainland China that have a significant impact on its
property development and property investment business, including:
the Law on the Administration of Urban Real Estate (Order No.
18 of the President) ( (M EHEEIEE) (EESFE18R), the
Administrative Regulations on Development and Operation of Urban
Real Estate (Order No. 588 of the State Council) ( (3T 5 Hh 2 2%
KB EIREE)) (BT < 85885%)), the Law on Land Administration
(Order No. 28 of the President) ( (- &EIE%) (FfE<E285), the
Law on Urban and Rural Planning (Order No. 23 of the President)
( GHHIRENEY (EE45F23%55)), and judicial interpretations, other
regulations, local regulations and regulatory documents issued or
promulgated according to or in relation to these laws and regulations.
These laws and regulations aim to strengthen the management of
urban real estate, maintain the order of real estate market, protect
the legitimate rights and interests of the parties interested in the real
estate, and regulate the construction of infrastructure and housing
on the state-owned land within the urban planning area as well as
the transfer of real estate development projects or the sale or leasing
of commercial housing conducted by real estate development
enterprises.
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Hi.

Finance Leasing

During the Year and up to the date of this report, the Group has been
in compliance with the laws and regulations in Mainland China that
have a significant impact on its finance leasing business, including:
the Contract Law (Order No. 73 of the President) ( (A& REE) (£fF
£ 873%%)), the Interpretations of the Supreme People’s Court on
Issues relating to the Application of Laws in the Trial of Disputes
over Finance Lease (Court Interpretation [2014] No. 3) ( {&E ARE
AN IR ERE SR DR EREEMRENEE) (£1201413
5%)), and judicial interpretations, other regulations, local regulations
and regulatory documents issued or promulgated according to or in
relation to these laws and regulations.These laws and regulations
aim to protect the legitimate rights and interests of the contractual
parties, maintain social and economic order, guide the business
activities of the finance leasing industry, promote the economic
development of the finance leasing services, and guide the judicial
authorities on hearing the contractual disputes in respect of finance
leasing.

Bulk Commodity Trade

During the Year, the bulk commodity trade business of the Group
mainly comprises trading of coal. During the Year and up to the
date of this report, the Group has been in compliance with the laws
and regulations in Mainland China that have a significant impact
on its bulk commodity trade business, including: the Contract Law
(Order No. 73 of the President) ( (A RLE) (EFSFE735H)), the
Coal Law (Order No. 57 of the President) ( {(/EE) (EF<£ 557
%)), and judicial interpretations, other regulations, local regulations
and regulatory documents issued or promulgated according to or in
relation to these laws and regulations.These laws and regulations are
applicable to coal production and business activities conducted in the
territory of the PRC and other sea area under the jurisdiction of the
PRC, as well as to regulate the national and industrial standards of
the quality of coal and the supervision and management in the coal
industry and the standards of punishment for violation of relevant
laws.

2016 Annual Report EERE

HEEE

RAFEARBERRERS - AEEDE
STHEREHERBAAERTENTEN
HWERKER - B (ARENEESH
735) (HZERARERBEREERENE
AERMNETEREERAENRE)OXE
[2014135%) A R ARVE S B BIRZ S A BE IR P
SRR RIERE - HMRE - 1yt
ER - RBMEXXT - RFRRIERE EIR
EEREEANGEEL - &L EREK
Fr iEERERETENCELEY - (BER
BRERGERBLERR - ARSI BDAK
HEEREHEARML -

X FRidn &5

RAFEER  AEENAREMESERF T
BRERKES - RAFEARBEARS
B AEECETHERRERESER
BEEEXRRENDTRANMERIER &
T KARENERELETIR)  CERE)
(EELHETR)ARBRBRBHZ S AR
BT LSRR BARE - RRE
WITER - REUET - ZEERIER
BRANTEEEPREEENE RS
RREEREERS  UMRERRME 2
BR - TXRE  RRITRMNEBEERE
RABERNEEIRE -



IV. Hotel and Marine Travelling Services

The Group is also engaged in hotel and marine travelling services
business in Hainan Province, the PRC. During the Year and up to the
date of this report, the Group has been in compliance with the laws
and regulations in Mainland China that have a significant impact on
its hotel and marine travelling business, including: the Tourism Law
(Order No. 57 of the President) ( (jR##%) (E/FE<E5757), the
Administrative Measures for Public Security in the Hotel Industry
(Order No. 588 of the State Council) ( {JREEZESA L BEIBHEE) (EH
%P4 55885%)), the Law on Maritime Traffic Safety (Order No. 57
of the President) ( (B FRBL2)%) (EFLEL750)), and judicial
interpretations, other regulations, local regulations and regulatory
documents issued or promulgated according to or in relation to these
laws and regulations.These laws and regulations aim to protect the
legitimate rights and interests of the tourists and the operators of
the tourism industry, maintain the order of the tourism market, and
specify the rules governing operators of the hotel industry, vessels,
seamen and operators that sail, berth and operate in coastal area of
the PRC, and the relevant supervision and management system and
the standards of punishment.

The Group has established various management systems and measures
such as internal control and staff training to ensure the compliance with
laws and regulations in relation to the Group's business and operation. As
of 31 December 2016 and the date of this report, no material breach of
laws and regulations that has a material impact on the Group’s business
and operation was noted by the Group.

Major Customers and Suppliers

The Group understands that it is important to maintain good relationship
with customers and provide them with quality products and services.
The Group enhances the relationship through continuous interaction with
customers to gain insight on the changing market demand so that the
Group can respond proactively.

During the Year, the aggregate amount of turnover attributable to the five
largest customers represented approximately 52% of the Group’s total
turnover. Sales to the largest customer accounted for approximately 15%
of the Group's total turnover. The five largest customers come from the
bulk commodity trade business. The Group normally grants credit terms
to its customers according to industry practice together with consideration
of their creditability and repayment history. The credit period granted to
customers of bulk commodity trade business ranged from 30 days to 45
days (2015: 0 day to 45 days). As of 31 December 2016, trade receivables
of approximately HK$63.68 million was recorded. The Group has not
provided for impairment loss on trade receivables as the Directors are
of the view that trade receivables can be fully recovered. In addition, the
Directors consider that there is no significant risk associated with reliance
on major customers. The Group seeks to maintain strict control over its
outstanding receivables. Overdue balances are regularly reviewed by
senior management.

The Group is also dedicated to maintain good relationship with suppliers
and contractors as long-term business partners to ensure stability of the
Group's business.
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During the Year, the aggregate amount of purchases (which means the
amount of purchases included in the costs of sale but does not include
purchases of items which are of a capital nature) attributable to the
five largest suppliers represented approximately 66% of the Group's
total purchases. Purchases from the largest supplier accounted for
approximately 29% of the Group's total purchases. The five largest
suppliers mainly came from the bulk commodity trade business. As of
31 December 2016, trade payables of approximately HK$22.25 million
was recorded, of which approximately HK$18.67 million was due within
one year. The Group has established a supplier evaluation system with
standardized tender and bidding procedures for the selection of suppliers.
The Directors consider that there is no significant risk associated with
reliance on major suppliers.

None of the Directors, their close associates (as defined in the Listing
Rules) or any shareholders which to the best knowledge of the Directors
owned more than 5% of the Company's issued share capital had any
interest in the Group's five largest customers or suppliers during the Year.

Human Resources and Emolument Policy

As at 31 December 2016, the Group employed a total of 331 employees
(as at 31 December 2015: 316), of which 14 were based in Hong Kong (as
at 31 December 2015: 13) and 317 were based in Mainland China (as at
31 December 2015: 303). Employee’s remunerations are determined in
accordance with their experiences, competence, qualifications and nature
of duties, and current market trend so as to maintain its competitiveness.
Apart from the basic salary, discretionary bonus and other incentives
are offered to employees by the Group to reward their performance
and contributions. The emoluments of the Directors are decided by the
Remuneration Committee, having regard to the Company’s corporate
goals, the individual performance of the Directors and comparable market
statistics. The Company has adopted a share option scheme (“Share
Option Scheme") under which the Company may grant options to
Directors and eligible employees to subscribe for shares of the Company.
The Group has also adopted the Share Award Scheme under which
shares of the Company will be awarded, with the approval of the Board,
to selected employees to recognise their contribution and to give them
incentives thereto in order to retain them for the continual operation and
development of the Group and attract suitable personnel for the growth
and further development of the Group. Details of the Share Option Scheme
and the Share Award Scheme of the Company are set out in the section
headed "Equity-linked Agreements” in this report.

Further discussion and analysis of the other aspects of the business review
as required by Schedule 5 to the Companies Ordinance, including but not
limited to the key relationships of the Group with its employees, customers
and suppliers, and the Group's environmental polices and performance,
is set out in the ESG Report of the Company on pages 39 to 48 and the
section headed “Management Discussion and Analysis” set out on pages
6 to 20 of this annual report. Such discussion forms part of this directors’
report.
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DIRECTORS

The Directors during the Year and as at the date of this directors’ report are
as follows:

Executive directors

Mr. YUAN Shaoli (Chairman)

Mr. WANG Hongxin (Managing Director)
Mr. WANG Tianlin

Mr. ZHANG Bin

Independent non-executive directors
Professor CHANG Qing

Mr. LEE Man Chun, Tony

Professor HE Jia

The biographies of the Directors are set out on pages 21 to 24 of this
annual report.

Detailed information of the Directors standing for re-election will be set
out in the circular in relation to the forthcoming AGM of the Company to
be despatched to the shareholders. No Director proposed for re-election
at the forthcoming AGM has an unexpired service contract which is
not determinable by the Company within one year without payment of
compensation (other than statutory compensation).

The Company has received from each of the existing independent non-
executive Directors an annual confirmation of his independence pursuant
to the Listing Rules and considers that each independent non-executive
Director is independent of the Company.

DIRECTORS OF SUBSIDIARIES

During the Year and up to the date of this report, each of the executive
Directors named above holds directorship in all or certain of the Company’s
subsidiaries. Other directors of the Company’s subsidiaries incorporated in
Hong Kong and British Virgin Islands include Li Shufang, Zhang Yongging,
Chan Siu Kay and Ting Man Wa. Other directors of Company’s subsidiaries
incorporated in the PRC include Li Yun, Yan Ling, Liu Peihong, Ni
Xiangrong, Zhang Yongging, Jiao Zhonglin, Zheng Haichou, Zhu Guodong,
Li Liangbin and Huang Wenfeng.

PERMITTED INDEMNITY PROVISION

Subject to the applicable laws, every Director shall be entitled to be
indemnified out of the assets of the Company against all losses or liabilities
which he may sustain or incur in the execution of his duties or otherwise
in relation thereto pursuant to the Articles of Association of the Company.
Such provisions were in force during the course of the Year and remained
in force as of the date of this report.
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DIRECTORS’ INTERESTS IN TRANSACTIONS,
ARRANGEMENTS AND CONTRACTS

No transaction, arrangement or contract of significance to which the
Company, or any of its holding company, subsidiaries or fellow subsidiaries
was a party, and in which a Director or an entity connected with a Director
had material interest (whether directly or indirectly), was subsisted at the
end of the Year or at any time during the Year.

COMPETING INTEREST

During the Year, none of the Directors and their respective close associates
had any business or interests in business which competes or is likely to
compete, either directly or indirectly, with the business of the Group.

MANAGEMENT CONTRACTS

No contracts concerning the management and administration of the whole
or any substantial part of the business of the Company were entered into
or existed during the Year.

DIRECTORS’ AND CHIEF EXECUTIVE'S
INTERESTS AND SHORT POSITIONS IN SHARES,
UNDERLYING SHARES AND DEBENTURES

As at 31 December 2016, Directors and chief executive of the Company
who had any interests and short positions in the shares, underlying shares
and debentures of the Company and any of its associated corporations as
recorded in the register required to be kept under section 352 of the SFO,
or as otherwise notified to the Company and the Stock Exchange pursuant
to the Model Code are as follows:
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Long Position BE
Interest in the Approximate
Company or its percentage
associated Nature of Class of Number of of issued
Name of Director corporation interest shares shares share capital
g SANCIE R 2] ERTREH
EEkR EEER REHY B iR %5l A8 H @;rhastt
Yuan Shaoli The Company Beneficial owner Ordinary 300,000 (Note) 0.0052%
RiRE PAN/NG| EmiEAA T8 (i)
Wang Hongxin The Company Beneficial owner Ordinary 600,000 (Note) 0.0103%
EHE PN E=mfAA gl (M)
Wang Tianlin The Company Beneficial owner Ordinary 400,000 (Note) 0.0069%
FRFAR PN BmBEAA g (M)
Zhang Bin The Company Beneficial owner Ordinary 300,000 (Note) 0.0052%
RO PN EmEAA T8 (i)

Note: These are the shares awarded to the Directors under the Share Award Scheme on
22 June 2012.
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Apart from the foregoing, as at 31 December 2016, none of the Directors
nor the chief executive of the Company had any interest or short position
in the shares, underlying shares or debentures of the Company or any of
its associated corporations that was required to be recorded in the register
required to be kept under section 352 of the SFO or as otherwise notified
to the Company and the Stock Exchange pursuant to the Model Code.

SUBSTANTIAL SHAREHOLDERS’ INTERESTS
AND SHORT POSITIONS IN SHARES AND
UNDERLYING SHARES

As at 31 December 2016, the following persons, other than a Director or
chief executive of the Company, had interests or short positions in the
issued shares and underlying shares of the Company as recorded in the
register required to be kept under section 336 of the SFO:

Long Position
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World Gain Beneficial owner (Note) Ordinary 2,980,876,119 51.32%
World Gain BEmlEAAHT) BB

CCHK Controlled corporation (Note) Ordinary 2,980,876,119 51.32%
HERE Ry EE () gl

CCHG Controlled corporation (Note) Ordinary 2,980,876,119 51.32%
IR SPRGUEE (M) eyl

Note: The entire issued share capital of World Gain is beneficially owned by CCHK, the
entire issued share capital of which is beneficially owned by CCHG. Both CCHK and
CCHG are deemed to be interested in all the shares held by World Gain under the
SFO.

Save as disclosed above, as at 31 December 2016, no other person, other
than a Director or chief executive of the Company, had any interest or
short position in the shares or underlying shares of the Company which
were recorded in the register required to be kept by the Company under
Section 336 of the SFO.
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EQUITY-LINKED AGREEMENTS

Details of the equity-linked agreements entered into by the Company
during the Year or subsisting at the end of the Year are set out below:

Share option scheme

Pursuant to an ordinary resolution passed at the AGM of the Company held
on 27 June 2013, the Company has adopted the Share Option Scheme
which shall be valid and effective for a period of 10 years commencing on
the date it was adopted and will end on 26 June 2023. The purpose of the
Share Option Scheme is to provide incentives or rewards to participants
thereunder for their contribution to the Group and/or to enable the Group
to recruit and retain high-caliber employees and attract human resources
that are valuable to the Group and any invested entity.

Eligible participants of the Share Option Scheme include (a) any employee
(whether full time or part time, including any executive director but
excluding any non-executive director of the Company) of, or any individual
for the time being seconded to work for, the Company, any subsidiary or
any entity in which any member of the Group holds any equity interest
(“Invested Entity"”) or any employee or officer of the controlling
shareholder of the Company; (b) any non-executive director (including
independent non-executive directors) of the Company, any subsidiary of
the Company or any Invested Entity; (c) any suppliers of goods or services
to any member of the Group or any Invested Entity; (d) any customer of
the Group or any Invested Entity; (e) any person or entity that provides
research, development or other technological support to the Group or any
Invested Entity; (f) any shareholder of any member of the Group or any
Invested Entity or any holder of any securities issued or proposed to be
issued by any member of the Group or any Invested Entity; (g) any adviser
(professional or otherwise) or consultant to the Group relating to any area
of business or business development of any member of the Group or any
Invested Entity; and (h) any joint venture or business partner of the Group
who have contributed or may contribute to the development and growth of
the Group.

The total number of shares of the Company which may be allotted and
issued upon exercise of all options to be granted under the Share Option
Scheme and any other share option scheme of the Group must not in
aggregate exceed 10% of the shares of the Company in issue as at the day
on which the Share Option Scheme was adopted, which was 484,073,477
shares, representing approximately 8.33% of the issued share capital of
the Company as at the date of this report. The maximum number of shares
which may be allotted and issued upon exercise of all outstanding options
granted and yet to be exercised under the Share Option Scheme and any
other share option scheme of the Group must not in aggregate exceed
30% of the issued share capital of the Company (or the subsidiaries) from
time to time.

2016 Annual Report EERE

B SR SO iR

ARBRAFERNTLRRAFEREROBRERE
HeamAFIREIIT

TR EH &

BE_Z—=FXA-F+tHSTHARABKE
AFRE FRBNTERAZRR  ARREMATE
feiEsT S - BBAERT S8 WMz BfEER -
BRHRAIOEEE-_E-_=F~A-+=H1-
BRETEEESHXIREGAEEELER 2
SEEN/RFEAEEERERGRESEERE
8B UEBRAEAEB IR EEENEBE
BEZANEIR -

BEEENAEB2EERT  @QARA] K
S B ERME A R SIS EK 8 F5 A EM
MR ((REEXEDNEMES (2BEFE
B BRARBDEIFANTES  BETREEME
HITES) LEREFRIEAF - AEEOER
MEBARSRKREEBNAL  HEMARRERK
ERHBEXSRAE  OARE - ERBAG
SR EBERNEMIFATER(BIEBLIFR
TER)  OFAKBEIAREARREMREER
MEREMHREHER - (AEEHEFARE
BERNIAER @ AR KBRS EAREERR
HAT R E MM SIROEMEARELR © (A
SEEARE QR HEMIRE BREHERRRSK
AEBERKE AR AREEBEITHRE
TTHEAESFNEMFAA - (QAREEEIRKE
RAHEMREBRBAARBEGHIBAEY
BRI E KR (F R HAM) SEER - K(h)
RAREE N REKRIEL BB S AT REFH R
WAREEZ A EDEREERL -

EAIRBEERERT 8 RSB T b A
FHEIE R A R T (F 18 n R B R BT
BRIERIETEIERMNE BT SBARARE
1T D 8288 10% M AR A Rk 15 48 81 5484,073,477
B EARARAREBBHERTRAY
8.33% ° WRIFME I8 R AL EE (T LR
EFFEITAE B MM ARITER R IR ERERE
TEEAHEERBETHRORABBEITGHB
RAR(HKMBAR) NRHEITHE BITRABTE
H30% °



The total number of shares issued and which may fall to be issued upon
exercise of the options granted under the Share Option Scheme and
any other share option scheme of the Group (including both exercised,
cancelled or outstanding options) to each participant in any 12-month
period shall not exceed 1% of the issued share capital of the Company for
the time being. Any further grant of options in excess of such limit in any
12-month period up to and including the date of such further grant shall be
subject to shareholders’ approval in general meeting of the Company with
such participant and his/her associates abstaining from voting.

An offer of the grant of an option under the Share Option Scheme may be
accepted within 21 days from the date of grant together with a remittance
of HK$1.00 by way of consideration for the grant thereof. An option may
be exercised during such period as the Board may in its absolute discretion
determine, save that such period shall not be more than 10 years from the
date of grant.

Unless the Directors otherwise determine and state in the offer to a
grantee, a grantee is not required to hold an option for any minimum period
nor achieve any performance targets before any options granted under the
Share Option Scheme can be exercised.

The subscription price for the shares of the Company on the exercise of
the option shall be determined at the discretion of the Board which shall
not be less than the higher of (i) the closing price of the Company'’s shares
as stated in the Stock Exchange’s daily quotations sheet on the date of
grant; (ii) the average closing price of the Company's shares as stated
in the Stock Exchange’'s daily quotations sheets for the five trading days
immediately preceding the date of grant; and (iii) the nominal value of the
Company's sharesr. Holding period will be determined by the Directors
upon granting.

Please refer to the circular of the Company dated 28 May 2013 for more
details of the Share Option Scheme.

During the Year, no option was granted, exercised, cancelled or lapsed
under the Share Option Scheme. There was no option outstanding at the
beginning and at the end of the Year.

Note: Pursuant to the Companies Ordinance, which came into operation on 3 March
2014, the shares of the Company have ceased to have nominal value.

Share award scheme

The Company has adopted the Share Award Scheme on 25 April 2012
("Adoption Date”). The purposes of the Share Award Scheme are to
recognise the contribution by certain selected employees and to give
selected employees incentives thereto in order to retain them for the
continual operation and development of the Group and attract suitable
personnel for the growth and further development of the Group.
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Pursuant to the Share Award Scheme, ordinary shares of the Company will
be awarded, with the approval of the Board, to selected employees based
on, inter alia, the employee’s work performance and such other matters
that the Board considers relevant. Shares awarded under the Share Award
Scheme will be offered to the selected employees for no consideration but
subject to certain conditions (including vesting conditions) to be decided
by the Board at the time of grant of the shares awarded under the Share
Award Scheme. A selected employee shall be entitled to receive the
awarded shares in accordance with the vesting schedule upon the selected
employee having satisfied all vesting conditions specified by the Board
at the time of making the award. Vesting of the shares will be conditional
on the selected employee remaining an employee on the relevant vesting
date and his/her execution of the relevant documents to effect the transfer
from the trustee of the Share Award Scheme.

The Board shall not make any further award which will result in the
total number of ordinary shares awarded by the Board under the Share
Award Scheme representing in excess of 1% of the issued shares of the
Company as at 31 March 2012 (being 41,634,522 shares) unless the Board
otherwise decides. Unless terminated earlier or extended by the Board in
accordance with the Share Award Scheme rules, the Share Award Scheme
operates for five years commencing on the Adoption Date.

No shares were awarded by the Company under the Share Award Scheme
during the Year.

Please refer to the announcement of the Company dated 25 April 2012 for
more details of the Share Award Scheme.

Apart from the foregoing, at no time during the Year was the Company, or
any of its holding company, subsidiaries or fellow subsidiaries a party to
any arrangement to enable the Directors to acquire benefits by means of
the acquisition of shares in, or debentures of, the Company or any other
body corporate.

RMB DENOMINATED BONDS

In May 2014, the Company issued corporate bonds with a principal amount
of RMB600,000,000 and with a fixed interest rate at 4% per annum for a
term of 3 years.
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CONTINUING CONNECTED TRANSACTIONS
AND CONNECTED TRANSACTIONS

Continuing Connected Transactions

On 6 August 2015, the Company and @8t ¥ & R & (£ 2 & (unofficial
English translation being China Chengtong Finance Corporation Ltd.)
(“Chengtong Finance") entered into a financial services agreement
("Financial Services Agreement”), pursuant to which Chengtong
Finance agreed to provide the Group with a range of financial services
(including deposit services, loan services and other financial services) for a
term commencing from 9 November 2015 to 31 December 2017, subject
to the terms and conditions contained in the Financial Services Agreement.
As Chengtong Finance is a subsidiary of CCHG, which is the ultimate
controlling shareholder of the Company, Chengtong Finance is therefore a
connected person of the Company within the meaning of the Listing Rules
and the transactions contemplated under the Financial Services Agreement
constitute continuing connected transactions of the Company under
Chapter 14A of the Listing Rules.

The interest rates payable by Chengtong Finance to the Group for any
deposits made with Chengtong Finance shall (i) be 20%-50% higher than
the deposit interest rate prescribed by the The People’s Bank of China for
deposits with the same term and of the same type; (i) not be lower than
the interest rates payable by the major commercial banks in the PRC for
deposits with the same term and of the same type; and (iii) not be lower
than the interest rates offered by Chengtong Finance to any third party for
deposits with the same term and of the same type.

The daily balance of the Group’s deposits (including any interest accrued
therefrom) with Chengtong Finance for the two years ended 31 December
2015 and 31 December 2016 and the year ending 31 December 2017
shall not exceed an amount equivalent to RMB500 million. Such maximum
daily balance of deposits had not been exceeded during the Year. As at 31
December 2016, the deposits placed with Chengtong Finance amounted
to approximately RMB382,309,000.

Further details of the Financial Services Agreement are set out in the
Company's announcement dated 6 August 2015 and circular dated 22
October 2015.

The Company has established certain internal control procedures to
ensure that the transactions with Chengtong Finance were conducted
in accordance with the terms and conditions of the Financial Services
Agreement. For example, before entering into individual transaction for the
deposit services with Chengtong Finance, the finance department of the
Group will compare the interest rate offered by Chengtong Finance to the
Group with the corresponding deposit benchmark interest rates prescribed
by The People’'s Bank of China and the interest rates offered by leading
independent commercial banks in the PRC. The Company has followed
the above policies and guidelines when determining whether to enter into
individual transaction for the deposit services with Chengtong Finance
during the Year.
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The Group's risk management department has conducted reviews
on the above continuing connected transactions during the Year. All
independent non-executive Directors have also reviewed the findings of
the risk management department and confirmed that the above continuing
connected transactions have been entered into:

(@) inthe ordinary and usual course of business of the Group;
(b)  on normal commercial terms or better; and

(c) in accordance with the relevant agreement governing them, and
on terms that are fair and reasonable and in the interests of the
shareholders as a whole.

The Directors also confirm that the Company has complied with the
disclosure requirements in accordance with Chapter 14A of the Listing
Rules.

The Company's auditor, BDO Limited, was engaged to report on the
Group's continuing connected transactions in accordance with Hong
Kong Standard on Assurance Engagements 3000 (Revised) “Assurance
Engagements Other Than Audits or Reviews of Historical Financial
Information” and with reference to Practice Note 740 “Auditor’s Letter
on Continuing Connected Transactions under the Hong Kong Listing
Rules” issued by the Hong Kong Institute of Certified Public Accountants.
BDO Limited has issued an unqualified letter containing its findings and
conclusions in respect of the abovementioned continuing connected
transactions in accordance with Rule 14A.56 of the Listing Rules and
confirmed that:

(@) nothing has come to their attention that causes them to believe
that the above continuing connected transactions have not been
approved by the Board;

(b)  for transactions involving the provision of goods or services by the
Group, nothing has come to their attention that causes them to
believe that the transactions were not, in all material respects, in
accordance with the pricing policies of the Group;

(c)  nothing has come to their attention that causes them to believe
that the transactions were not entered into, in all material respects,
in accordance with the relevant agreement governing such
transactions;

(d)  with respect to the aggregate amount of the above disclosed
continuing connected transactions, nothing has come to their
attention that causes them to believe that the disclosed continuing
connected transactions have exceeded the annual cap as set by the
Company.

A copy of the auditor’s letter has been provided by the Company to the
Stock Exchange.
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Connected Transactions

(1

(2)

On 6 February 2015, 8@ E & B/EREREAR A A (unofficial
English translation being Hainan Huandao Hotel and Travel
Investment Co., Limited) (“Huandao Hotel Investment”), a
wholly-owned subsidiary of the Company, as lender, and Huandao
Group, as borrower, entered into a loan agreement pursuant to which
Huandao Hotel Investment granted a loan in the principal amount of
RMB30,000,000 to Huandao Group for a term from 9 February 2015
to 8 February 2016. On 5 February 2016, Huandao Hotel Investment
and Huandao Group entered into a loan extension agreement to
extend the term of the loan for one year to 8 February 2017. The
interest rate for the loan is 10% per annum. Huandao Group is a
company established in the PRC and a wholly-owned subsidiary of
CCHG, which is the ultimate controlling shareholder of the Company.
Huandao Group is an associate of CCHG and therefore is a connected
person of the Company. Further details of the loan agreement and
the extension are set out in the Company’s announcements dated 6
February 2015 and 5 February 2016 respectively.

On 29 March 2016, the Company entered into a guarantee
agreement ("“Guarantee Agreement”) with Chengtong Coal,
pursuant to which the Company agreed to procure its wholly-owned
subsidiary, FEEEREZ 5 ER A A (unofficial English translation being
Chengtong Development Trading Company Limited) (“Chengtong
Development Trading"), to issue a guarantee letter in favour
of EMilik B)8E =M AR APt (the Supreme People’s Court of
Guangxi Zhuang Autonomous Region) (“Guangxi Court”) and use
certain office premises in Beijing which are owned by Chengtong
Development Trading with an aggregate gross area of 1,275.06
square metres as a guarantee ("Guarantee”) to the extent of
RMB53,539,767.12 (“Guaranteed Amount”) for a period of
three years in support of a property preservation order issued by
the Guangxi Court against certain respondents in a legal proceeding
brought by Chengtong Coal in the Guangxi Court. An annual
arrangement fee of 1% over the Guaranteed Amount is payable by
Chengtong Coal to the Company during the term of the Guarantee.

On the same day, Chengtong Development Trading also entered
into a deed of counter-indemnity (“Indemnity Deed"”) with CCHK,
pursuant to which CCHK agreed to, among other matters, indemnify
Chengtong Development Trading for its liabilities and loss which may
arise from the Guarantee.

Chengtong Coal is an indirect wholly-owned subsidiary of CCHG,
the ultimate holding company of the Company. CCHK is an indirect
holding company of the Company and a wholly-owned subsidiary of
CCHG. As each of Chengtong Coal and CCHK is a connected person
of the Company, the entering into of the Guarantee Agreement and
the Indemnity Deed by the Company and Chengtong Development
Trading respectively constitutes a connected transaction of the
Company under Chapter 14A of the Listing Rules. Further details of
the Guarantee Agreement and the Indemnity Deed are set out in the
announcement of the Company dated 29 March 2016.

Directors’ Report

EEERE

REXS

(1)

RZE—RAF-_AH  SEEEHEK
EREARAR(EBBEERE]) (KA7A
2EWBRR  EAEH)REEEE(E
BETFLERGZ - BREHE  BS
BERENEEEERHASHEAARE
30,000,000t ER - BEFHRE T —Hh
F_ANARBE_ZT—XR"F_ANBL-RK
“E-XRXF-_ARH EEEEREHES
EEFIEFESHE - BERBRER—
FEr-_ZT—+F-ANB - EFRNFF=E
510% c EREB A —BRPEKZHAN
A IIARRRIRRIERR RN E
WEAF - EEEEEHBITERABEA -
HUAARDRIMEEATLT - EFinE MEER
E—HEBIAHEINRARTBHASE
—hAFE-ARNBER-Z—XRE-_ARAXNA

o

R-ZT—RNE=ZF=+HEB  KNAFEHE
RETIER G ([ 1RERRE]D Bt &
ARIREREANT 2 EMBARBEREE
ZHERAGNRERBRYES ) AERATRK
BraRmPARER ([ElExbk )5 HiER
REAHEERE SFENMNRILR 2 ET
PAYE (G ERES ££1,275.065F 72K ) 1
H A AR #53,639,767. 12 T ([ &R &8 )
BENER(RR]) BH=F - LA
B AR B R ERER AR RN —R
AERFPRNETESRAMBHOTERS
L ERPABBEEERIZERSEN%
AR FELHER -

FIH - BUBHRE S IR E R R
RRE(IRIBHRRERE )  BEFERE(HE
hEE)BENBERESUERERESL
MBENRER -

BB TR BRI (R A RIS AER R
AMEEE2EMBAR - WBEEHAR
GIEnlREE2 INCIRI 2 F e GOl = (i)
BAT - ARMBREERBEE/ARAR
MIBEA L - FUtE DRI EAR R R aid %
RE BRI LR # RRERZBEER £
MARAAAZIR T AR BN —IHRER 5 -
RS RERRIBENE — FHERIIRN
ARRHMA-ZE—RF=ZA-THhAENR

o

China Chengtong Development Group Limited FEHBRREBER LT

63



64

Directors’ Report

EEERE

The Directors confirm that the related party transactions during the Year
as disclosed in notes 44(a), 44(d) and 44(e) to the financial statements fall
under the definition of “connected transaction” or “continuing connected
transaction” (as the case may be) in Chapter 14A of the Listing Rules. The
Directors confirm that the Company has, where applicable, complied with
the disclosure requirements in accordance with Chapter 14A of the Listing
Rules.

The Directors confirm that the related party transactions during the Year
as disclosed in notes 44(b) and 44(c) to the financial statements do not fall
under the definition of “connected transaction” or “continuing connected
transaction” (as the case may be) in Chapter 14A of the Listing Rules.

Save as disclosed above, (i) no contract of significance was entered into
by, and/or subsisted between the Company or any of its subsidiaries with
the controlling shareholder or any of its subsidiaries during the Year; and
(i) no contract of significance in relation to provision of services by the
controlling shareholder or any of its subsidiaries to the Group was entered
into and/or subsisted during the Year.

SUFFICIENCY OF PUBLIC FLOAT

At the latest practicable date prior to the issue of this report, based on
information that was publicly available to the Company and to the best
knowledge of the Directors, the Directors confirmed that the Company had
maintained sufficient public float as required under the Listing Rules.

FINANCIAL SUMMARY

A summary of the Group's results and its assets and liabilities for the Year
and the past four financial years is set out on pages 175 to 176 of this
annual report.

AUDITOR

The consolidated financial statements of the Company for the Year have
been audited by BDO Limited.

A resolution will be proposed at the forthcoming annual general meeting of
the Company to re-appoint BDO Limited as auditor of the Company.

By order of the Board

Yuan Shaoli
Chairman

Hong Kong, 23 February 2017

2016 Annual Report EERE

EEER - REFEMERNTE44() ~ 44(d) R 44(e)
WENAFENBEARSBEN EMHRBIFE14A
EN[EERS N FHERERS |(RBERME)
FTENEE  EE=WRANFDHET LETHRLNE
V4AZER B ERTE (EA) -

B EHRRBI MK E44(b) R 440K B AR
FENEENRZTER ETRAE14AZTAH
BER S S FHEBERS | RBERTE) EZEMNE
°

B B BREEE SN - ()R ANE E AR A B S E A
J& A B A A R S B A I B A B 2 P B RT
SRS RIFEEMERAL  RVEERBEHE
PR E A B AR AR ERERENE
REHDRAFERNETLR, SANAFE -

BHALBRIBRE
REHABRE 2 SEBRATEE - BB AR
BRIEFSNERN RREEMA - EERBADA
—HAEB ETRAFTRENRNATIRE -
MEEE

REBMAFEMBENENRFEE 2 EEURE
BENBEBEZBMECHNATRE175E1768 ©

& BED

AERZARNBRAMBBRRBEELERRE
FHEMEABRAREZ

REEBRNARBRRBFARG LFRE 8
R UWEBNEEERBLEERSTHEBHRE
SZUNCIVERNSIE P 2 C

EEEEm
*E
Bige

&5 ZET—+F=ZA=+=H



For the Year Ended 31 December 2016 | HZ=Z—X<E+=-B=+—H

Tel : +852 2218 8288
Fax: +852 2815 2239
www.bdo.com.hk

IBDO

EEE - +852 2218 8288
{85 : +852 2815 2239
www.bdo.com.hk

TO THE MEMBERS OF CHINA CHENGTONG DEVELOPMENT
GROUP LIMITED
(incorporated in Hong Kong with limited liability)

OPINION

We have audited the consolidated financial statements of China Chengtong
Development Group Limited (the “Company”) and its subsidiaries
(together the “Group”) set out on pages 70 to 172, which comprise the
consolidated statement of financial position as at 31 December 2016,
and the consolidated income statement, the consolidated statement of
comprehensive income, the consolidated statement of changes in equity
and the consolidated statement of cash flows for the year then ended, and
notes to the consolidated financial statements, including a summary of
significant accounting policies.

In our opinion, the consolidated financial statements give a true and fair
view of the consolidated financial position of the Group as at 31 December
2016 and of its consolidated financial performance and its consolidated
cash flows for the year then ended in accordance with Hong Kong Financial
Reporting Standards ("HKFRSs") issued by the Hong Kong Institute
of Certified Public Accountants (“HKICPA") and have been properly
prepared in compliance with the Hong Kong Companies Ordinance.

BASIS FOR OPINION

We conducted our audit in accordance with Hong Kong Standards on
Auditing ("HKSAs") issued by the HKICPA. Our responsibilities under
those standards are further described in the “Auditor’s responsibilities for
the audit of the consolidated financial statements” section of our report.
We are independent of the Group in accordance with the HKICPA's “Code
of Ethics for Professional Accountants” (the “Code"”), and we have
fulfilled our other ethical responsibilities in accordance with the Code.
We believe that the audit evidence we have obtained is sufficient and
appropriate to provide a basis for our opinion.

KEY AUDIT MATTERS

Key audit matters are those matters that, in our professional judgement,
were of most significance in our audit of the consolidated financial
statements of the current period. These matters were addressed in the
context of our audit of the consolidated financial statements as a whole,
and in forming our opinion thereon, and we do not provide a separate
opinion on these matters.
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Independent Auditor’s Report
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Key Audit Matter
Valuation of investment properties

Refer to note 17 to the consolidated financial statements and the
accounting policies on note 4.5.

Management estimated the fair value of the Group's investment properties
to be HK$58,934,000 as at 31 December 2016 with a fair value loss for the
year ended 31 December 2016 of HK$80,000 recorded in the consolidated
income statement. Independent external valuations were obtained in order
to support management'’s estimates.

Valuations of the Group’s investment properties are based on investment
method and dependent on certain key assumptions that require significant
management judgement, including expected term yield, reversionary
yield potential of the property units and the discount rates used. Valuation
techniques have been substantially the same as 31 December 2015 and
the decrease in fair value mainly relates to the change of discount rates.

How the Matter Was Addressed in our Audit

Our procedures in relation to management’s valuation of investment
properties included:

o evaluation of the independent external valuer's competence,
capabilities and objectivity;

° assessing the methodologies used and the appropriateness of the
key assumptions based on our knowledge of the property industry;
and

° checking, on a sample basis, the accuracy and relevance of the input
data used and determination of fair value.

We assessed the key assumptions against the available evidence. The fair
market rents were assessed by recent renewals and discount rates.

OTHER INFORMATION INCLUDED IN THE
ANNUAL REPORT

The directors are responsible for the other information. The other
information comprises all the information included in the Company’s annual
report, but does not include the consolidated financial statements and our
auditor’s report thereon.

Our opinion on the consolidated financial statements does not cover the

other information and we do not express any form of assurance conclusion
thereon.
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In connection with our audit of the consolidated financial statements,
our responsibility is to read the other information and, in doing so,
consider whether the other information is materially inconsistent with the
consolidated financial statements or our knowledge obtained in the audit
or otherwise appears to be materially misstated. If, based on the work we
have performed, we conclude that there is a material misstatement of this
other information, we are required to report that fact. We have nothing to
report in this regard.

DIRECTORS’ RESPONSIBILITY FOR THE
CONSOLIDATED FINANCIAL STATEMENTS

The directors of the Company are responsible for the preparation
of consolidated financial statements that give a true and fair view in
accordance with HKFRSs issued by the HKICPA and the Hong Kong
Companies Ordinance, and for such internal control as the directors
determine is necessary to enable the preparation of consolidated financial
statements that are free from material misstatement, whether due to fraud
or error.

In preparing the consolidated financial statements, the directors of the
Company are responsible for assessing the Group's ability to continue as a
going concern, disclosing, as applicable, matters related to going concern
and using the going concern basis of accounting unless the directors either
intend to liquidate the Group or to cease operations, or have no realistic
alternative but to do so.

The Audit Committee assists the directors of the Company in discharging
their responsibilities for overseeing the Group's financial reporting process.

AUDITOR’S RESPONSIBILITY FOR THE AUDIT OF
THE CONSOLIDATED FINANCIAL STATEMENTS

Our objectives are to obtain reasonable assurance about whether the
consolidated financial statements as a whole are free from material
misstatement, whether due to fraud or error, and to issue an auditor’s
report that includes our opinion. This report is made solely to you, as
a body, in accordance with Section 405 of the Hong Kong Companies
Ordinance, and for no other purpose. We do not assume responsibility
towards or accept liability to any other person for the contents of this
report.

Reasonable assurance is a high level of assurance, but is not a guarantee
that an audit conducted in accordance with HKSAs will always detect a
material misstatement when it exists. Misstatements can arise from fraud
or error and are considered material if, individually or in the aggregate, they
could reasonably be expected to influence the economic decisions of users
taken on the basis of these consolidated financial statements.
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Independent Auditor’s Report

B B AN S

As part of an audit in accordance with HKSAs, we exercise professional  FERIERBRTELEITE 2 BRESD - HIE
judgement and maintain professional skepticism throughout the audit. We — FEZEHIE - RISHEREAEE o T8
also:

identify and assess the risks of material misstatement of the
consolidated financial statements, whether due to fraud or error,
design and perform audit procedures responsive to those risks,
and obtain audit evidence that is sufficient and appropriate to
provide a basis for our opinion. The risk of not detecting a material
misstatement resulting from fraud is higher than for one resulting
from error, as fraud may involve collusion, forgery, intentional
omissions, misrepresentations, or the override of internal control.

obtain an understanding of internal control relevant to the audit
in order to design audit procedures that are appropriate in the
circumstances, but not for the purpose of expressing an opinion on
the effectiveness of the Group's internal control.

evaluate the appropriateness of accounting policies used and the
reasonableness of accounting estimates and related disclosures
made by the directors.

conclude on the appropriateness of the directors’ use of the going
concern basis of accounting and, based on the audit evidence
obtained, whether a material uncertainty exists related to events
or conditions that may cast significant doubt on the Group’s ability
to continue as a going concern. If we conclude that a material
uncertainty exists, we are required to draw attention in our auditor’s
report to the related disclosures in the consolidated financial
statements or, if such disclosures are inadequate, to modify our
opinion. Our conclusions are based on the audit evidence obtained
up to the date of our auditor’s report. However, future events or
conditions may cause the Group to cease to continue as a going
concern.

evaluate the overall presentation, structure and content of the
consolidated financial statements, including the disclosures, and
whether the consolidated financial statements represent the
underlying transactions and events in a manner that achieves fair
presentation.

obtain sufficient appropriate audit evidence regarding the financial
information of the entities or business activities within the Group to
express an opinion on the consolidated financial statements. We are
responsible for the direction, supervision and performance of the
group audit. We remain solely responsible for our audit opinion.

Bl B RHE R BEF SR R T B 2R A B 75
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We communicate with the Audit Committee regarding, among other HfifiEREZEest(HhaHE) Bt 251216
matters, the planned scope and timing of the audit and significant audit BT REAETRIRE R xSRBS
findings, including any significant deficiencies in internal control that we — $EF FIFE B ET B2 P 35 Rl 2 N BPES 122 2 (F Al & K
identify during our audit. ERIK o
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We also provide the Audit Committee with a statement that we have
complied with relevant ethical requirements regarding independence
and communicate with them all relationships and other matters that may
reasonably be thought to bear on our independence, and where applicable,
related safeguards.

From the matters communicated with the Audit Committee, we
determine those matters that were of most significance in the audit of the
consolidated financial statements of the current period and are therefore
the key audit matters. We describe these matters in our auditor’s report
unless law or regulation precludes public disclosure about the matter or
when, in extremely rare circumstances, we determine that a matter should
not be communicated in our report because the adverse consequences
of doing so would reasonably be expected to outweigh the public interest
benefits of such communication.

BDO Limited

Certified Public Accountants

Lui Chi Kin

Practising Certificate Number: P06162

Hong Kong, 23 February 2017
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Consolidated Income Statement

= A ><
Iéf‘vT\ (=] I‘I& f
2016 2015
—E-RE¥ —T-hF
Notes HK$'000 HK$'000
BisE BETIT BEFT
Turnover g 2] 6 716,559 576,533
Cost of sales SHERA (584,246) (464,414)
Gross profit E7 132,313 112,119
Other income He A 7 98,491 172,953
Selling expenses HESH (12,320) (15,222)
Administrative expenses THER (86,328) (107,479)
Fair value loss on investment properties BEYHE 2 NFEBE 17 (80) (62)
Fair value gain/(loss) on held-for-trading BEBEEBZ S 2 A FE
securities Wz (EE) 45 (469)
Excess of fair value of the net identifiable ] 3% RIFE E A HERUEHE —/H
assets over the cost of acquisition of a )N o ek
subsidiary 43 - 5,056
Finance costs AR A 8 (32,843) (40,579)
Profit before income tax FxFREMATRT 99,278 126,317
Income tax expense FTsBiFX 9 (31,908) (49,391)
Profit for the year ERRT 10 67,370 76,926
Profit for the year attributable to:  BE{5ERRF :
Owners of the Company RARHEBA 63,804 81,830
Non-controlling interests Flsuliiyr ey 3,566 (4,904)
67,370 76,926
Earnings per share SEREF 13
- Basic —EK HK1.10 cents #{lll HK1.53 cents 7l
- Diluted —BE HK1.10 cents #{ll HK1.53 cents &l

2016 Annual Report £E %
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Consolidated Statement of Comprehensive Income

e mElE

2016 2015
ZEB—RF —E-0F
HK$'000 HK$'000
BY¥TFir JE#T T
Profit for the year ERER 67,370 76,926
Other comprehensive income Hth2mikA
Items that may be reclassified subsequently HEEHHEZER
to profit or loss: ZIEE ¢
Exchange differences arising on translation MEZ2IEEEERNER
to presentation currency =8 (152,205) (144,798)
Change in fair value of available-for-sale AR ESREEC AT
financial assets {ERSED) 9,894 (3,492)
Total comprehensive income for the FRZEBARET
year (74,941) (71,364)
Total comprehensive income (2 8 :
attributable to:
Owners of the Company ViN/NGIE 2N (69,300) (567,895)
Non-controlling interests Elealibgida (5,641) (13,469)
(74,941) (71,364)
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Consolidated Statement of Financial Position

MR 3R

2016 2015
—E—RE —E—hF
Notes HK$'000 HK$'000
FdsE BYTT JBEFoT
ASSETS AND LIABILITIES EERER
Non-current assets JERENEE
Property, plant and equipment ME - R KR 15 158,713 179,059
Prepaid land lease payments Jaft A SRR 16 188,949 206,579
Investment properties AW 17 58,934 58,468
Deposits paid [=ERE:& 19 37,027 39,341
Loans receivable U E R 24 353,654 261,493
797,277 744,940
Current assets mEEE
Properties held for sale BIEHEDME 20 159,716 242,917
Properties under development BRERAYE 20 241,042 169,581
Properties held for development BIEERYE 21 276,450 293,728
Inventories FE 22 6,145 22,922
Trade and other receivables H 5 Kk HAa W EIE 23 97,879 73,492
Loans receivable U E K 24 309,545 162,969
Amount due from a non-controlling JE U — FEI BT BB A B — & SRR AR
shareholder of a subsidiary A% SR ZRIE 25 21,318 21,641
Loan to a related party BT —RBEEFHER 26 36,823 38,888
Prepaid land lease payments TN A E R 16 5,287 5,414
Entrusted loan receivables ENEEER 27 7,840 59,140
Available-for-sale financial assets AItHESREE 28 513,130 410,136
Held-for-trading securities BIEEEFES 29 1,279 1,234
Short-term investments RHIRE 30 13,440 16,660
Structured bank deposits EBMRITER 31 - 167,790
Pledged bank deposits BEHEIRRITIFR 33 1,640 1,737
Deposits in other financial institution RE & REEBIER 32 428,186 355,650
Bank balances and cash WITHEFRES 33 929,903 1,048,218
3,049,623 3,092,117
Current liabilities mEAE
Trade and other payables B 5 R HMFER IR 34 127,834 107,333
Deposits received from sale of HEMF B izE
properties 72,920 53,294
Taxation payable FETFLIR 3,148 2,218
Bank borrowings RITEE 35 77,280 =
Unsecured other loan EIR IR E M E R 36 600 600
Corporate bonds RNEMESH 38 667,219 =
949,001 163,445
Net current assets mEEERE 2,100,622 2,928,672
Total assets less current HEERTHAR
liabilities 2,897,899 3,673,612
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As at 31 December 2016 | R=ZE—XRE+=ZA=+—H

Consolidated Statement of Financial Position

BB AR

2016 2015
—E—REF —T—hF
Notes HK$’000 HK$'000
FdsE BETTT JBEFoT
Non-current liabilities ERBAR
Deferred tax liabilities EETRAE 37 73,088 74,608
Corporate bonds NS 38 - 694,757
73,088 769,365
Net assets HESE 2,824,811 2,904,247
EQUITY a2
Equity attributable to owners of FHAFHAABLEZES
the Company
Share capital A& 39 2,185,876 2,185,876
Reserves Ei= 501,197 574,992
2,687,073 2,760,868
Non-controlling interests JEIERRIES 137,738 143,379
Total equity wEa 2,824,811 2,904,247

The consolidated financial statements on pages 70 to 172 were approved £70E E 172G AMEREEOR T — &
and authorised for issue by the board of directors on 23 February 2017 and —A=-+=HMES I E RIBEDIT - Wi

are signed on its behalf by: TEERREFEEFE
Yuan Shaoli Wang Hongxin
Rig# £ IH
Director Director
EFE EZE

China Chengtong Development Group Limited FEHEZEREBERAT /3
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For the Year Ended 31 December 2016 | H#EZ =F—XF+=-A=+—H

Consolidated Statement of Cash Flows

w/T\ EE%/)ILE%

2016 2015
—NE —E—hF
HK$'000 HK$'000
BYTT JBEFoT
Cash flows from operating activities EETHEECHARE
Profit before income tax bR ET1S A A& A 99,278 126,317
Adjustments for: BLLATRIEE % -
Interest income F B A (60,958) (99,625)
Interest income from entrusted loan BWEEERZ
receivables AMEWA (2,461) (10,471)
Interest expense FERX 32,843 40,579
Depreciation of property, plant and equipment  #% - ERREITE 12,654 15,233
Amortisation of prepaid land lease payments TE - 2b & A 0 5,523 3,256
Fair value loss on investment properties wEME 2 N TEEE 80 62
Fair value (gain)/loss on held-for-trading BIEEEESF 2 A TE
securities CeIVd - (45) 469
Loss on disposal of property, plant and HEME  BEN
equipment Rz Es1E 4 12,408
(Reversal of write-down of)/Provision for (BRITFEMR), TFERE
inventories (530) 1,511
Written off of other receivables H A R IE T 8 276 -
Impairment of prepayment AR R IBE R E = 4,960
Excess of fair value of the net identifiable AHBIFEEATFER
assets over the cost of acquisition of U B — R FT B A BRI AR Z
subsidiaries HBRE - (5,056)
Operating profit before working capital kit EEZFLEHH
changes EERR 86,664 89,643
Increase in properties under development R YEZN (149,782) (65,826)
Decrease in properties held for sale FHEHEMER D 148,700 92,241
Decrease/(Increase) in inventories &R (Em) 17,086 (1,242)
(Increase)/Decrease in trade and other B 5 R EAM W R E (1),
receivables B> (25,898) 318,722
Increase in loans receivable FEUWE FRIE hN (275,478) (167,037)
Increase/(Decrease) in trade and other payables & 5 & E b FE Tz IE1E 1,
R 30,310 (2,725,863)
Increase/(Decrease) in deposits received from  HEWE > B iR e &M~
sale of properties () 23,777 (6,366)
Cash used in operations BEXBRAZE: (144,621) (2,465,728)
PRC enterprise income tax paid BX 2 RBEEEMEH (25,655) (65,984)
PRC land appreciation tax paid Bt 2 FF B i E R (2,148) (2,403)
Net cash used in operating activities EETHRAZCRE R (172,424) (2,534,115)
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For the Year Ended 31 December 2016 | H#Z =F—XFE+=-A=+—H

Consolidated Statement of Cash Flows

n‘/-ﬁ IR%/)ILE%%

2016 2015
—"E —E-0F
Note HK$’000 HK$'000
FdsE BETFIT BT T
Cash flows from investing RETHEEZ
activities RemeE
Interest received BFIE 59,733 98,684
Interest received from entrusted loan B WERZEIEEHF] 2
receivables 2,692 10,841
Acquisition of subsidiaries, g1 byEs NG
net of cash acquired (fprUYEEES) 43 - (167,969)
Amounts received from the vendor in {2 5 515 H Hi%
respect of the post agreement date B E AR ELE
results borne by the vendor MY ER Y & 58 43 - 5,692
Purchase of available-for-sale financial EER[HHESREE
assets (248,625) (635,020)
Purchase of short-term investments BEEHKRE (224,640) (45,880)
Settlement of available-for-sale financial %5 7] { H &
assets SREE 140,400 220,642
Settlement of short-term investments  AAE 50 HiIE A 226,980 623,720
Decrease in entrusted loan receivables [EWEZEEFR A 49,725 43,824
Advance to a related party M —REER B - (37,200)
Repayment from a related party RE—RBERZER = 49,600
Purchase of property, plant and BEME  BER
equipment B (2,514) (1,749)
Purchase of investment property under BEEZiE NHIREM S
construction (4,159) =
Proceeds from disposal of property, HEDE  BEK
plant and equipment BRAEFTSRIA 7 460
Deposits paid for acquisition of BEVE BEM&
property, plant and equipment RIEIES - (12,276)
Decrease in structured bank deposits  #&#MRTTIEZR L 167,790 494,970
Decrease in pledged bank deposits ETEEW?ETTT O 97 1,773,079
Net cash generated from BRETEBEEZ
investing activities ReRE 167,486 2,421,418
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For the Year Ended 31 December 2016 | H#EZ =F—XF+=-A=+—H

Consolidated Statement of Cash Flows

an\ IE%/)ILE’%:Z

2016 2015
—NE ZE—RF
HK$’000 HK$'000
BETFIT JBEFoT
Cash flows from financing METEHEEZ
activities RameE
Proceeds from issuance of share capital Z{TRXZNF15 38 - 977,680
Share issuance expenses AP BT TR - (16,018)
Interest paid EFLE (33,675) (60,301)
Cash flows from discounted bills with B BBREZBIBEREE Y
recourse REmE - (62,223)
New bank loans raised FEE ZRITER 77,280 =
Share purchased for share award BRI RENET BB A MRS
scheme (4,495) =
Repayment of bank loans BEBETERK - (14,883)
Net cash generated from MEETDELEZHSRHE
financing activities 39,110 834,255
Net increase in cash and cash HeRBESSEMBNSE
equivalents 34,172 721,558
Cash and cash equivalents at REMZHERAEEEY
beginning of year 1,403,868 728,127
Effect of foreign exchange rate JMEEESEFE
changes (79,951) (45,817)
Cash and cash equivalents at end REXRZHERFALEEY
of year 1,358,089 1,403,868
Analysis of cash and cash HeRB&SEMAHR:
equivalents:
Bank balances and cash RITEBREIRS 929,903 1,048,218
Deposits in other financial institution REM S REETTFR 428,186 355,650
1,358,089 1,403,868
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Notes to the Financial Statements

GENERAL

China Chengtong Development Group Limited (the “Company”)
is a limited company incorporated in Hong Kong. The address of its
registered office and its principal place of business is Suite 6406,
64/F., Central Plaza, 18 Harbour Road, Wanchai, Hong Kong. The
Company is an investment holding company. The Company and
its subsidiaries (collectively known as the “Group”) are principally
engaged in investment holdings, bulk commodity trading, property
development, property investment, finance leasing and hotel and
marine travelling services.

The Company’s shares are listed on the Main Board of The Stock
Exchange of Hong Kong Limited (the “Stock Exchange”). As at
31 December 2016, the Company's immediate holding company
is World Gain Holdings Limited, which is incorporated in the British
Virgin Islands (the “BVI") and the directors of the Company consider
the Group’s ultimate holding company to be China Chengtong
Holdings Group Limited (“CCHG"), a company incorporated in the
PRC.

The consolidated financial statements are presented in Hong Kong
dollars (“"HK$") and the functional currency of the Company is
Renminbi (“RMB"”). The Company uses Hong Kong dollars as its
presentation currency because the Company is a public company
incorporated in Hong Kong with its shares listed on the Stock
Exchange.
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Notes to the Financial Statements

BFR5 IR AR MY aE

2. ADOPTION OF HONG KONG FINANCIAL 2. BNERBMBREERN([EFEM
REPORTING STANDARDS (“HKFRSs") HHREER ])
2.1 Adoption of new and revised HKFRSs 2.1 BRFITREETCEEMBEREE
Al
In the current year, the Group has applied for the first time the RAFEE  NEBEXERRESS
following new standards, amendments and interpretations A ((FEEHMAE ) EH
(the “"new HKFRSs") issued by the Hong Kong Institute of THFETZER - BT R E((HTE
Certified Public Accountants (“HKICPA"), which are relevant BIAGHEER )  ZSEREARE
to and effective for the Group's financial statements for the BR - RNFE— A BHEBRZEFE
annual period beginning on 1 January 2016: AR 2 B S R AR B AR A
HKFRSs (Amendments) Annual Improvements 2012-2014 BRI RS ER “E-"FZ-F[@
Cycle (1B314) FRE EEYE
Amendments to HKAS 1 Disclosure Initiative ERGHENE S BE:E
ZIEE]
Amendments to HKAS 16 Clarification of Acceptable BEGH RSN  REREREH TR
and HKAS 38 Methods of Depreciation and F385 23] 2Hh
Amortisation
Amendments to HKAS 27 Equity Method in Separate BAGHENEDT BB ERET
Financial Statements a5 EwA
Amendments to HKFRS 10,  Investment Entities: Applying the BAMKREEAZ10% ENRENTE : BR
HKFRS 12 and HKAS 28 Consolidation Exception RE12BRERE: AhRfIMIE
ERIF28% 2 B3]
The adoption of the amendments has no material impact on RMZ BT H AR B I B3R
the Group's financial statements. BEATE o
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2. ADOPTION OF HONG KONG FINANCIAL
REPORTING STANDARDS (“HKFRSs")
(Continued)

2.2 New/revised HKFRSs that have been issued but are
not yet effective

The following new/revised HKFRSs, which are potentially
relevant to the Group's financial statements, have been issued
but are not yet effective and have not been early adopted by
the Group.

Amendments to HKAS 7 Disclose Initiative’

Amendments to HKAS 12 Recognition of Deferred Tax
Assets for Unrealised Losses’

Amendments to HKFRS 2 Classification and Measurement
of Share-based Payment
Transactions?

HKFRS 9 (2014) Financial Instruments?
HKFRS 15 Revenue from Contracts with
Customers?

Amendments to HKFRS 15 Revenue from Contracts with
Customers (Clarifications to

HKFRS 15)2
HKFRS 16 Leases?
Amendments to HKFRS 10  Sale or Contribution of Assets
and HKAS 28 between an Investor and its

Associate or Joint Venture*

1 Effective for annual periods beginning on or after 1 January 2017

2 Effective for annual periods beginning on or after 1 January 2018
3 Effective for annual periods beginning on or after 1 January 2019
4 The amendments were originally intended to be effective for periods

beginning on or after 1 January 2016. The effective date has now
been deferred/removed. Early application of the amendments
continue to be permitted.
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Notes to the Financial Statements

BFR5 IR AR MY aE

2. ADOPTION OF HONG KONG FINANCIAL

REPORTING STANDARDS (“HKFRSs")
(Continued)

2. FNEEMBEHREEN(EEM
HmEEEEN D) (&)

2.2 New/revised HKFRSs that have been issued but are 2.2 EEHGEMNRENRZHET EETE

82

not yet effective (Continued)

HKFRS 9 (2014) - Financial Instruments

HKFRS 9 (2014) introduces new requirements for the
classification and measurement of financial assets. Debt
instruments that are held within a business model whose
objective is to hold assets in order to collect contractual cash
flows (the business model test) and that have contractual
terms that give rise to cash flows that are solely payments
of principal and interest on the principal amount outstanding
(the contractual cash flow characteristics test) are generally
measured at amortised cost. Debt instruments that meet the
contractual cash flow characteristics test are measured at fair
value through other comprehensive income (“FVTOCI") if
the objective of the entity’s business model is both to hold
and collect the contractual cash flows and to sell the financial
assets. Entities may make an irrevocable election at initial
recognition to measure equity instruments that are not held for
trading at FVTOCI. All other debt and equity instruments are
measured at fair value through profit or loss (“FVTPL").

HKFRS 9 (2014) includes a new expected loss impairment
model for all financial assets not measured at FVTPL replacing
the incurred loss model in HKAS 39 and new general hedge
accounting requirements to allow entities to better reflect their
risk management activities in financial statements.

HKFRS 9 (2014) carries forward the recognition, classification
and measurement requirements for financial liabilities from
HKAS 39, except for financial liabilities designated at FVTPL,
where the amount of change in fair value attributable to
change in credit risk of the liability is recognised in other
comprehensive income unless that would create or enlarge an
accounting mismatch. In addition, HKFRS 9 (2014) retains the
requirements in HKAS 39 for derecognition of financial assets
and financial liabilities.

The directors of the Company anticipate that the adoption
of HKFRS 9 (2014) would not result in significant impact on
amounts reported in respect of the Group's financial assets
and financial liabilities based on an analysis of the Group’s
financial instruments as at 31 December 2016.
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Notes to the Financial Statements

2. ADOPTION OF HONG KONG FINANCIAL
REPORTING STANDARDS (“HKFRSs")
(Continued)

2.2 New/revised HKFRSs that have been issued but are
not yet effective (Continued)

HKFRS 15 - Revenue from Contracts with Customers

The new standard establishes a single revenue recognition
framework. The core principle of the framework is that an
entity should recognise revenue to depict the transfer of
promised goods or services to customers in an amount that
reflects the consideration to which the entity expects to be
entitled in exchange for those goods and services. HKFRS 15
supersedes existing revenue recognition guidance including
HKAS 18 Revenue, HKAS 11 Construction Contracts and
related interpretations.

HKFRS 15 requires the application of a 5 steps approach to
revenue recognition:

Step 1: Identify the contract(s) with a customer
Step 2: Identify the performance obligations in the contract
Step 3: Determine the transaction price

Step 4: Allocate the transaction price to each performance
obligation

Step b: Recognise revenue when each performance
obligation is satisfied

HKFRS 15 includes specific guidance on particular revenue
related topics that may change the current approach taken
under HKFRS. The standard also significantly enhances the
qualitative and quantitative disclosures related to revenue.

The directors of the Company anticipate that the adoption of
HKFRS 15 would not result in significant impact on amounts
reported in the Group's financial statements.
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BFR5 IR AR MY aE

2. ADOPTION OF HONG KONG FINANCIAL
REPORTING STANDARDS (“HKFRSs")
(Continued)

2. RMERMBEHEEN(FEM
HmEEEEN D) (&)

2.2 New/revised HKFRSs that have been issued but are 2.2 CEGERKERZHIT EETE
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not yet effective (Continued)
HKFRS 16 - Leases

HKFRS 16, which upon the effective date will supersede HKAS
17 "Leases” and related interpretations, introduces a single
lessee accounting model and requires a lessee to recognise
assets and liabilities for all leases with a term of more than
12 months, unless the underlying asset is of low value.
Specifically, under HKFRS 16, a lessee is required to recognise
a right-of-use asset representing its right to use the underlying
leased asset and a lease liability representing its obligation to
make lease payments. Accordingly, a lessee should recognise
depreciation of the right-of-use asset and interest on the lease
liability, and also classifies cash repayments of the lease liability
into a principal portion and an interest portion and presents
them in the statement of cash flows. Also, the right-of-use
asset and the lease liability are initially measured on a present
value basis. The measurement includes non-cancellable lease
payments and also includes payments to be made in optional
periods if the lessee is reasonably certain to exercise an option
to extend the lease, or to exercise an option to terminate the
lease. This accounting treatment is significantly different from
the lessee accounting for leases that are classified as operating
leases under the predecessor standard, HKAS 17.

In respect of the lessor accounting, HKFRS 16 substantially
carries forward the lessor accounting requirements in
HKAS 17. Accordingly, a lessor continues to classify its leases
as operating leases or finance leases, and to account for those
two types of leases differently.

As set out in note 42, the total operating lease commitment
of the Group in respect of rented premises as at 31 December
2016 amounted to HK$8,547,000. The directors of the
Company anticipate that the adoption of HKFRS 16 would
not result in significant impact on the Group’s result but
expect that the above operating lease commitments will be
recognised as right-of-use assets and lease liabilities in the
Group's financial statements.

The directors of the Company anticipate that the adoption
of other new or revised standards would not result in
significant impact on amounts reported in the Group's financial
statements.
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Notes to the Financial Statements

3. BASIS OF PREPARATION

3.1

3.2

Statement of compliance

The consolidated financial statements have been prepared
in accordance with all applicable HKFRSs, Hong Kong
Accounting Standards (“HKASs") and Interpretations
(hereinafter collectively referred to as the “"HKFRS") and the
provisions of the Hong Kong Companies Ordinance which
concern the preparation of financial statements. In addition,
the consolidated financial statements include applicable
disclosures required by the Rules Governing the Listing of
Securities on The Stock Exchange of Hong Kong Limited.

Basis of measurement

The consolidated financial statements have been prepared
on the historical cost basis except for certain properties
and financial instruments that are measured at fair value, as
explained in the accounting policies set out in note 4 below.

4. SIGNIFICANT ACCOUNTING POLICIES

4.1

Business combination and basis of consolidation

The consolidated financial statements comprise the financial
statements of the Group. Inter-company transactions and
balances between group companies together with unrealised
profits are eliminated in full in preparing the consolidated
financial statements. Unrealised losses are also eliminated
unless the transaction provides evidence of impairment on the
asset transferred, in which case the loss is recognised in profit
or loss.

The results of subsidiaries acquired or disposed of during
the year are included in the consolidated statement of
comprehensive income from the effective dates of acquisition
or up to the effective dates of disposal, as appropriate. Where
necessary, adjustments are made to the financial statements
of subsidiaries to bring their accounting policies into line with
those used by other members of the Group.
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BFR5 IR AR MY aE

4. SIGNIFICANT ACCOUNTING POLICIES
(Continued)

4. FEEHBE(E)

4.1 Business combination and basis of consolidation 41 EBSHRESREERE(E)

86

(Continued)

Acquisition of subsidiaries or businesses is accounted for using
the acquisition method. The cost of an acquisition is measured
at the aggregate of the acquisition-date fair value of assets
transferred, liabilities incurred and equity interests issued by
the Group, as the acquirer. The identifiable assets acquired
and liabilities assumed are principally measured at acquisition-
date fair value. The Group's previously held equity interest in
the acquiree is re-measured at acquisition-date fair value and
the resulting gains or losses are recognised in profit or loss.
The Group may elect, on a transaction-by-transaction basis, to
measure the non-controlling interests that represent present
ownership interests in the subsidiary either at fair value or at
the proportionate share of the acquiree’s identifiable net assets.
All other non-controlling interests are measured at fair value
unless another measurement basis is required by HKFRSs.
Acquisition-related costs incurred are expensed.

Any contingent consideration to be transferred by the acquirer
is recognised at acquisition-date fair value. Subsequent
adjustments to consideration are recognised against goodwill
only to the extent that they arise from new information
obtained within the measurement period (a maximum of
12 months from the acquisition date) about the fair value at
the acquisition date. All other subsequent adjustments to
contingent consideration classified as an asset or a liability are
recognised in profit or loss.

Changes in the Group's interests in subsidiaries that do
not result in a loss of control are accounted for as equity
transactions. The carrying amounts of the Group's interest and
the non-controlling interest are adjusted to reflect the changes
in their relative interests in the subsidiaries. Any difference
between the amount by which the non-controlling interest is
adjusted and the fair value of the consideration paid or received
is recognised directly in equity and attributed to owners of the
Company.

When the Group loses control of a subsidiary, the profit or
loss on disposal is calculated as the difference between (i)
the aggregate of the fair value of the consideration received
and the fair value of any retained interest and (ii) the previous
carrying amount of the assets (including goodwill), and
liabilities of the subsidiary and any non-controlling interest.
Amounts previously recognised in other comprehensive
income in relation to the subsidiary are accounted for in the
same manner as would be required if the relevant assets or
liabilities were disposed of.
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Notes to the Financial Statements

4. SIGNIFICANT ACCOUNTING POLICIES
(Continued)

4.1

4.2

4.3

Business combination and basis of consolidation
(Continued)

Subsequent to acquisition, the carrying amount of non-
controlling interests that represent present ownership
interests in the subsidiary is the amount of those interests at
initial recognition plus such non-controlling interest’'s share of
subsequent changes in equity. Total comprehensive income is
attributed to such non-controlling interests even if this results
in those non-controlling interests having a deficit balance.

Subsidiaries

A subsidiary is an investee over which the Company is able
to exercise control. The Company controls an investee if
all three of the following elements are present: power over
the investee, exposure, or rights, to variable returns from
the investee, and the ability to use its power to affect those
variable returns. Control is reassessed whenever facts and
circumstances indicate that there may be a change in any of
these elements of control.

In the Company’s statement of financial position, investments
in subsidiaries are stated at cost less impairment loss, if any.
The results of subsidiaries are accounted for by the Company
on the basis of dividend received and receivable.

Goodwiill

Goodwill is initially recognised at cost being the excess of
the aggregate of the consideration transferred, the amount
recognised for non-controlling interests in the acquiree and
the acquisition date fair value of the acquirer’s previously held
equity interest in the acquiree over the fair value of identifiable
assets and liabilities acquired.

Where the fair value of identifiable assets and liabilities
exceed the aggregate of the fair value of consideration paid,
the amount of any non-controlling interest in the acquiree and
the acquisition date fair value of the acquirer’s previously held
equity interest in the acquiree, the excess is recognised in
profit or loss on the acquisition date, after re-assessment.
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4. SIGNIFICANT ACCOUNTING POLICIES
(Continued)

4.3

4.4

Goodwill (Continued)

Goodwill is measured at cost less impairment losses. For
the purpose of impairment testing, goodwill arising from an
acquisition is allocated to each of the relevant cash-generating
units that are expected to benefit from the synergies of the
acquisition. A cash-generating unit is the smallest identifiable
group of assets that generates cash inflows that are largely
independent of the cash inflows from other assets or groups
of assets. A cash-generating unit to which goodwill has been
allocated is tested for impairment annually, by comparing its
carrying amount with its recoverable amount (see note 4.20),
and whenever there is an indication that the unit may be
impaired.

For goodwill arising on an acquisition in a financial year, the
cash-generating unit to which goodwill has been allocated is
tested for impairment before the end of that financial year.
When the recoverable amount of the cash-generating unit is
less than the carrying amount of the unit, the impairment loss
is allocated to reduce the carrying amount of any goodwill
allocated to the unit first, and then to the other assets of the
unit pro-rata on the basis of the carrying amount to each asset
in the unit. However, the loss allocated to each asset will not
reduce the individual asset’s carrying amount to below its fair
value less cost of disposal (if measurable) or its value in use (if
determinable), whichever is the higher. Any impairment loss
for goodwill is recognised in profit or loss and is not reversed
in subsequent periods.

Foreign currencies translation

Transactions entered into by the consolidated entities in
currencies other than the currency of the primary economic
environment in which they operate (the “functional
currency”’) are recorded at the rates ruling when the
transactions occur. Foreign currency monetary assets and
liabilities are translated at the rates ruling at the end of
reporting period. Non-monetary items carried at fair value
that are denominated in foreign currencies are retranslated
at the rates prevailing on the date when the fair value was
determined. Non-monetary items that are measured in terms
of historical cost in a foreign currency are not retranslated.

Exchange differences arising on the settlement of monetary
items, and on the translation of monetary items, are
recognised in profit or loss in the period in which they arise.
Exchange differences arising on the retranslation of non-
monetary items carried at fair value are included in profit
or loss for the period except for differences arising on the
retranslation of non-monetary items in respect of which gains
and losses are recognised in other comprehensive income, in
which case, the exchange differences are also recognised in
other comprehensive income.
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Notes to the Financial Statements

4. SIGNIFICANT ACCOUNTING POLICIES
(Continued)

4.4

4.5

Foreign currencies translation (Continued)

On consolidation, income and expense items of foreign
operations are translated into the presentation currency of
the Group (i.e. Hong Kong dollars) at the average exchange
rates for the year, unless exchange rates fluctuate significantly
during the period, in which case, the rates approximating to
those ruling when the transactions took place are used. All
assets and liabilities of foreign operations are translated at the
rate ruling at the end of reporting period. Exchange differences
arising, if any, are recognised in other comprehensive income
and accumulated in equity as foreign exchange reserve
(attributed to minority interests as appropriate). Exchange
differences recognised in profit or loss of group entities’
separate financial statements on the translation of long-term
monetary items forming part of the Group’s net investment
in the foreign operation concerned are reclassified to other
comprehensive income and accumulated in equity as foreign
exchange reserve.

On disposal of a foreign operation, the cumulative exchange
differences recognised in the foreign exchange reserve relating
to that operation up to the date of disposal are reclassified to
profit or loss as part of the profit or loss on disposal.

Goodwill and fair value adjustments on identifiable assets
acquired arising on an acquisition of a foreign operation on
or after 1 January 2005 are treated as assets and liabilities of
that foreign operation and translated at the rate of exchange
prevailing at the end of reporting period. Exchange differences
arising are recognised in the foreign exchange reserve.

Investment properties

Investment properties are land and/or buildings which are
owned or held under a leasehold interest to earn rental income
and/or for capital appreciation. These include land held for a
currently undetermined future use.

When the Group holds a property interest under an operating
lease to earn rental income and/or for capital appreciation,
the interest is classified and accounted for as an investment
property on a property-by-property basis. Any such property
interest which has been classified as an investment property is
accounted for as if it were held under a finance lease.
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4. SIGNIFICANT ACCOUNTING POLICIES
(Continued)

4.5

4.6

Investment properties (Continued)

On initial recognition, investment property is measured
at cost, including any directly attributable expenditure.
Subsequent to initial recognition, investment property is stated
at fair value, unless it is still in the course of construction or
development at the reporting date and its fair value cannot be
reliably determined at that time. Fair value is determined by
independent professional valuers, with sufficient experience
with respect to both the location and the nature of the
investment property. The carrying amounts recognised at the
reporting date reflect the prevailing market conditions at the
reporting date.

Gains or losses arising from either changes in the fair value or
the sale of an investment property are included in profit or loss
in the period in which they arise.

Property, plant and equipment

Property, plant and equipment, other than construction-in-
progress, are stated at cost less accumulated depreciation
and any impairment losses. The cost of property, plant
and equipment includes its purchase price and any directly
attributable cost of bringing the asset to its working condition
and location for its intended use.

Subsequent costs are included in the asset's carrying amount
or recognised as a separate asset, as appropriate, only when
it is probable that future economic benefits associated with
the item will flow to the Group and the cost of the item can
be measured reliably. All other repairs and maintenance are
recognised as expense in profit or loss during the year in which
they are incurred.

Depreciation on the following property, plant and equipment is
calculated using the straight-line method to allocate their costs
less their residual values over their estimated useful lives, as
follows:

Buildings 4%
Furniture and equipment 10% to 33%
Motor vehicles and vessels 12.5% to 33%
Facilities 5%
Marine travel facilities and equipment 6.67% to 20%

The assets’ residual values, depreciation methods and useful
lives are reviewed, and adjusted if appropriate, at each
reporting date.

The gain or loss arising on retirement or disposal is determined
as the difference between the net sales proceeds and the
carrying amount of the asset and is recognised in the profit or
loss on disposal.
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Notes to the Financial Statements

4. SIGNIFICANT ACCOUNTING POLICIES
(Continued)

4.6

4.7

4.8

Property, plant and equipment (Continued)

Construction in progress represents buildings under
construction and is stated at cost less any impairment losses,
and is not depreciated. Construction in progress is reclassified
to appropriate category of property, plant and equipment when
the construction works complete and ready for use.

Prepaid land lease payments

Prepaid land lease payments represent up-front payments to
acquire the land use rights/leasehold land. They are stated
at cost less accumulated amortisation and any accumulated
impairment losses. Amortisation is calculated on a straight-line
basis over the term of the lease/right of use except where an
alternative basis is more representative of the time pattern of
benefits to be derived by the Group from use of the land.

The determination if an arrangement is or contains a lease and
the lease is an operating lease is detailed in note 4.15.

Properties held for sale, properties held for
development and properties under development

Properties held for sale, properties held for development and
properties under development are stated at the lower of cost
and net realisable value. Cost comprises the cost of the land
together with direct costs attributable to the development
of the properties and borrowing costs capitalised during the
period of development.

Properties held for development represented properties which
has not yet commenced development and mainly comprises of
leasehold land before commencement of construction.

Properties held under development for future sale in the
ordinary course of business are included in current assets
and stated at the lower of cost and net realisable value. Cost
comprises the acquisition cost of land, aggregate cost of
development, materials and supplies, wages and other direct
expenses and an appropriate proportion of overheads. On
completion, the properties are transferred to properties held
for sale.

Net realisable value is the estimated selling price in the
ordinary course of business less estimated costs of completion
and estimated selling expenses.
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4. SIGNIFICANT ACCOUNTING POLICIES
(Continued)

4.8

4.9

Properties held for sale, properties held for
development and properties under development
(Continued)

Transfer from properties under development to
investment properties carried at fair value

The Group transfers a property under development to
investment property when there is a change of intention to
hold the property to earn rentals and/or for capital appreciation
rather than for sale in the ordinary course of business, which
is evidenced by the commencement of an operating lease
to another party. Any difference between the fair value of
the property at the date of transfer and its previous carrying
amount is recognised in profit or loss.

Inventories

Inventories are initially recognised at cost, and subsequently
at the lower of cost and net realisable value. Cost comprises
all costs of purchase, costs of conversion and other costs
incurred in bringing the inventories to their present location and
condition. Cost is determined using first-in first-out method,
weighted average and actual cost basis. Net realisable value
represents the estimated selling price in the ordinary course of
business less the estimated costs necessary to make the sale.

4.10 Cash and cash equivalents

For the purpose of the consolidated statement of cash flows
presentation, cash and cash equivalents comprise cash on
hand and demand deposits, and short term highly liquid
investments which are readily convertible into known amounts
of cash and which are subject to an insignificant risk of
changes in value, and have a short maturity of generally within
three months when acquired, less bank overdrafts which are
repayable on demand and form an integral part of the Group’s
cash management.

For the purpose of the consolidated statement of financial
position, bank and cash balances comprise cash on hand and
at banks and other financial institution, including term deposits,
which are not restricted as to use.
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Notes to the Financial Statements

4. SIGNIFICANT ACCOUNTING POLICIES
(Continued)

4.11 Financial instruments

Financial assets and financial liabilities are recognised on the
consolidated statement of financial position when a group
entity becomes a party to the contractual provisions of the
instrument.

Contracts to buy or sell a non-financial item that can be
settled net in cash or another financial instrument, or by
exchanging financial instruments, are accounted for as if the
contracts were financial instruments, with the exception of
contracts that were entered into and continue to be held for
the purpose of the receipt or delivery of a non-financial item in
accordance with the entity’'s expected purchase, sale or usage
requirements.

(i)

Financial assets

The Group classifies its financial assets at initial
recognition, depending on the purpose for which the
asset was acquired. Financial assets at fair value through
profit or loss are initially measured at fair value and all
other financial assets are initially measured at fair value
plus transaction costs that are directly attributable to
the acquisition of the financial assets. Regular way
purchases or sales of financial assets are recognised
and derecognised on a trade date basis. A regular way
purchase or sale is a purchase or sale of a financial asset
under a contract whose terms require delivery of the
asset within the time frame established generally by
regulation or convention in the marketplace concerned.

Financial assets at fair value through profit or loss

These assets include financial assets held for trading.
Financial assets are classified as held for trading if they
are acquired for the purpose of sale in the near term.
Derivatives, including separated embedded derivatives,
are also classified as held for trading unless they are
designated as effective hedging instruments or financial
guarantee contracts.

Where a contract contains one or more embedded
derivatives, the entire hybrid contract may be designated
as a financial asset at fair value through profit or loss,
except where the embedded derivative does not
significantly modify the cash flows or it is clear that
separation of the embedded derivative is prohibited.
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4. SIGNIFICANT ACCOUNTING POLICIES
(Continued)

4.11 Financial instruments (Continued)

(i)

Financial assets (Continued)

Financial assets may be designated upon initial
recognition as at fair value through profit or loss if the
following criteria are met: (i) the designation eliminates
or significantly reduces the inconsistent treatment that
would otherwise arise from measuring the assets or
recognising gains or losses on them on a different basis;
(ii) the assets are part of a group of financial assets
which is managed and its performance evaluated on a
fair value basis according to a documented management
strategy; or (iii) the financial asset contains an embedded
derivative that would need to be separately recorded.

Subsequent to initial recognition, financial assets at fair
value through profit or loss are measured at fair value,
with changes in fair value recognised in profit or loss in
the period in which they arise.

Loans and receivables

These assets are non-derivative financial assets with
fixed or determinable payments that are not quoted
in an active market. They arise principally through the
provision of goods and services to customers (trade
debtors), and also incorporate other types of contractual
monetary asset. Subsequent to initial recognition, they
are carried at amortised cost using the effective interest
method, less any identified impairment losses.

Available-for-sale financial assets

These assets are non-derivative financial assets that are
designated as available-for-sale or are not included in
other categories of financial assets. Subsequent to initial
recognition, these assets are carried at fair value with
changes in fair value recognised in other comprehensive
income, except for impairment losses and foreign
exchange gains and losses on monetary instruments,
which are recognised in profit or loss.

For available-for-sale equity investments that do not have
a quoted market price in an active market and whose
fair value cannot be reliably measured and derivatives
that are linked to and must be settled by delivery of such
unquoted equity instruments, they are measured at cost
less any identified impairment losses.
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Notes to the Financial Statements

4. SIGNIFICANT ACCOUNTING POLICIES
(Continued)

4.11 Financial instruments (Continued)

(ii)

Impairment loss on financial assets

The Group assesses, at the end of each reporting
period, whether there is any objective evidence that
financial asset is impaired. Financial asset is impaired
if there is objective evidence of impairment as a result
of one or more events that has occurred after the initial
recognition of the asset and that event has an impact
on the estimated future cash flows of the financial asset
that can be reliably estimated. Evidence of impairment
may include:

- significant financial difficulty of the debtor;

- a breach of contract, such as a default or
delinquency in interest or principal payments;

- granting concession to a debtor because of
debtor’s financial difficulty; and

- it becoming probable that the debtor will enter
bankruptcy or other financial reorganisation.

For loans and receivables

An impairment loss is recognised in profit or loss when
there is objective evidence that the asset is impaired,
and is measured as the difference between the asset's
carrying amount and the present value of the estimated
future cash flows discounted at the original effective
interest rate. The carrying amount of financial asset is
reduced through the use of an allowance account. When
any part of financial asset is determined as uncollectible,
it is written off against the allowance account for the
relevant financial asset.

Impairment losses are reversed in subsequent periods
when an increase in the asset’s recoverable amount
can be related objectively to an event occurring after
the impairment was recognised, subject to a restriction
that the carrying amount of the asset at the date the
impairment is reversed does not exceed what the
amortised cost would have been had the impairment not
been recognised.
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4. SIGNIFICANT ACCOUNTING POLICIES
(Continued)

4.11 Financial instruments (Continued)

(ii)

(iii)

Impairment loss on financial assets (Continued)
For available-for-sale financial assets

Where a decline in the fair value constitutes objective
evidence of impairment, the amount of the loss is
removed from equity and recognised in profit or loss.

Any impairment losses on available-for-sale debt
investments are subsequently reversed in profit or loss
if an increase in the fair value of the investment can
be objectively related to an event occurring after the
recognition of the impairment loss.

For available-for-sale equity investment, any increase
in fair value subsequent to an impairment loss is
recognised in other comprehensive income.

For available-for-sale equity investment that is carried
at cost, the amount of impairment loss is measured
as the difference between the carrying amount of the
asset and the present value of estimated future cash
flows discounted at the current market rate of return
for a similar financial asset. Such impairment loss is not
reversed.

Financial liabilities

The Group classifies its financial liabilities, depending
on the purpose for which the liabilities were incurred.
Financial liabilities at fair value through profit or loss are
initially measured at fair value and financial liabilities at
amortised costs are initially measured at fair value, net of
directly attributable costs incurred.

Financial liabilities at amortised cost

Financial liabilities at amortised cost including trade
payables, accrued liabilities and other payables,
borrowings and corporate bonds issued by the Group
are subsequently measured at amortised cost, using the
effective interest method. The related interest expense is
recognised in profit or loss.

Gains or losses are recognised in profit or loss when
the liabilities are derecognised as well as through the
amortisation process.
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Notes to the Financial Statements

4. SIGNIFICANT ACCOUNTING POLICIES
(Continued)

4.11 Financial instruments (Continued)

(iv)

(v)

(vi)

Effective interest method

The effective interest method is a method of calculating
the amortised cost of financial asset or financial liability
and of allocating interest income or interest expense
over the relevant period. The effective interest rate is
the rate that exactly discounts estimated future cash
receipts or payments through the expected life of the
financial asset or liability, or where appropriate, a shorter
period.

Equity instruments

An equity instrument is any contract that evidences
a residual interest in the assets of the Group after
deducting all of its liabilities. Equity instruments issued
by the Group are recognised at the proceeds received,
net of direct issue costs.

Repurchase of the Company’s own equity instruments
is recognised and deducted directly in equity. No gain
or loss is recognised in profit or loss on the purchase,
sale, issue or cancellation of the Company’s own equity
instruments.

Derecognition

The Group derecognises a financial asset when the
contractual right to the future cash flows in relation to
the financial asset expire or when the financial asset has
been transferred and the transfer meets the criteria for
derecognition in accordance with HKAS 39.

Financial liabilities are derecognised when the obligation
specified in the relevant contract is discharged, cancelled
or expires.
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Notes to the Financial Statements

BFR5 IR AR MY aE

4. SIGNIFICANT ACCOUNTING POLICIES
(Continued)

4. FEEHBE(E)

4.12 WA TR

4.12 Revenue recognition

98

Revenue is measured at the fair value of the consideration
received or receivable and represents amounts receivable
for goods sold and services provided in the normal course of
business, net of discounts and sales related taxes.

Revenue from sale of goods is recognised when goods are
delivered and title has passed at which time all the following
conditions are satisfied:

the Group has transferred to the buyer the significant
risks and rewards of ownership of the goods;

- the Group retains neither continuing managerial
involvement to the degree usually associated with
ownership nor effective control over the goods sold;

- the amount of revenue can be measured reliably;

- it is probable that the economic benefits associated with
the transaction will flow to the Group; and

- the costs incurred or to be incurred in respect of the
transaction can be measured reliably.

For contracts to buy or sell non-financial items which was
accounted for as if the contracts were financial instruments
(except for contracts that were entered into and continue to be
held for the purpose of the receipt or delivery of a non-financial
item in accordance with the entity’s expected purchase, sale
or usage requirements), the net income from the contracts is
recognised as revenue.

Revenue from sale of properties in the ordinary course of
business is recognised upon delivery of properties to the
purchasers pursuant to the sales agreements. Deposits
received from the purchasers prior to meeting the above
criteria for revenue recognition are included in the consolidated
statement of financial position under current liabilities.

Rental income, including rentals invoiced in advance from
properties lent under operating leases, is recognised on a
straight-line basis over the term of the leases.

Service income is recognised when services are provided.

Revenue from hotel is recognised upon the provision of the
accommodation services. Revenue from food and beverage
sales and other ancillary services are recognised upon the
sales of goods and provision of services respectively.
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Notes to the Financial Statements
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4. SIGNIFICANT ACCOUNTING POLICIES
(Continued)

4. FEEHBE(E)

4.12 WATEER (&)

4.12 Revenue recognition (Continued)

Interest income (as the case may be, including the handling
fees that are an integral part of the effective interest rate)
from a financial asset is recognised when it is probable that
the economic benefits will flow to the Group and the amount
of income can be measured reliably. Interest income from
a financial asset is accrued on a time basis, by reference
to the principal outstanding and at the effective interest
rate applicable, which is the rate that exactly discounts the
estimated future cash receipts through the expected life of
the financial asset to that asset’s net carrying amount on initial
recognition.

Dividend income from investments is recognised when the
shareholders’ rights to receive payment have been established
(provided that it is probable that the economic benefits will
flow to the Group and the amount of revenue can be measured
reliably).

4.13 Capitalisation of borrowing costs

Borrowing costs attributable directly to the acquisition,
construction or production of qualifying assets which require a
substantial period of time to be ready for their intended use or
sale, are capitalised as part of the cost of those assets. Income
earned on temporary investments of specific borrowings
pending their expenditure on those assets is deducted from
borrowing costs capitalised. All other borrowing costs are
recognised in profit or loss in the period in which they are
incurred.

4.14 Income taxes

Income taxes for the year comprise current tax and deferred
tax.

Current tax is based on the profit or loss from ordinary activities
adjusted for items that are non-assessable or disallowable for
income tax purposes and is calculated using tax rates that have
been enacted or substantively enacted at the end of reporting
period.
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BFR5 IR AR MY aE

4. SIGNIFICANT ACCOUNTING POLICIES
(Continued)

4. FEEHBE(E)

4.14 FRR(E)

4.14 Income taxes (Continued)

100

Deferred tax is recognised in respect of temporary differences
between the carrying amounts of assets and liabilities for
financial reporting purposes and the corresponding amounts
used for tax purposes. Except for goodwill and recognised
assets and liabilities that affect neither accounting nor taxable
profits, deferred tax liabilities are recognised for all taxable
temporary differences. Deferred tax assets are recognised to
the extent that it is probable that taxable profits will be available
against which deductible temporary differences can be utilised.
Deferred tax is measured at the tax rates appropriate to the
expected manner in which the carrying amount of the asset
or liability is realised or settled and that have been enacted or
substantively enacted at the end of reporting period.

An exception to the general requirement on determining the
appropriate tax rate used in measuring deferred tax amount
is when an investment property is carried at fair value under
HKAS 40 “Investment Property”. Unless the presumption
is rebutted, the deferred tax amounts on these investment
properties are measured using the tax rates that would
apply on sale of these investment properties at their carrying
amounts at the reporting date. The presumption is rebutted
when the investment property is depreciable and is held within
a business model whose objective is to consume substantially
all the economic benefits embodied in the property over time,
rather than through sale.

Deferred tax liabilities are recognised for taxable temporary
differences arising on investments in subsidiaries, except
where the Group is able to control the reversal of the
temporary difference and it is probable that the temporary
difference will not reverse in the foreseeable future.

Income taxes are recognised in profit or loss except when
they relate to items recognised in other comprehensive
income in which case the taxes are also recognised in other
comprehensive income.

Current tax assets and current tax liabilities are presented in
net if, and only if:

(@) the Group has the legally enforceable right to set off the
recognised amounts; and

(b) intends either to settle on a net basis, or to realise the
asset and settle the liability simultaneously.
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Notes to the Financial Statements

4. SIGNIFICANT ACCOUNTING POLICIES
(Continued)

4.14 Income taxes (Continued)

The Group presents deferred tax assets and deferred tax
liabilities in net if, and only if:

(@) the entity has a legally enforceable right to set off current
tax assets against current tax liabilities; and

(b)  the deferred tax assets and the deferred tax liabilities
relate to income taxes levied by the same taxation
authority on either:

(i) the same taxable entities; or

(i)  different taxable entities which intend either
to settle current tax liabilities and assets on a
net basis, or to realise the assets and settle the
liabilities simultaneously, in each future period in
which significant amounts of deferred tax liabilities
or assets are expected to be settled or recovered.

4.15 Leasing

Leases are classified as finance leases whenever the terms
of the lease transfer substantially all the risks and rewards
of ownership to the lessee. All other leases are classified as
operating leases.

The Group as lessor

Rental income from operating leases is recognised in profit or
loss on a straight-line basis over the term of the relevant lease.
Initial direct costs incurred in negotiating and arranging an
operating lease are added to the carrying amount of the leased
asset and recognised as an expense on the straight-line basis
over the lease term.

The Group as lessee

Where the Group has the right to use of assets held under
operating leases, payments made under the leases are
charged to profit or loss on a straight line basis over the lease
terms except where an alternative basis is more representative
of the pattern of benefits to be derived from the leased assets.
Lease incentives received are recognised in profit or loss as
an integral part of the aggregate net lease payments made.
Contingent rental are charged to profit or loss in the accounting
period in which they are incurred.
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BFR5 IR AR MY aE

4. SIGNIFICANT ACCOUNTING POLICIES
(Continued)

4. FEEHBE(E)

4.16 Share capital 4.16 &

102

Ordinary shares are classified as equity. Share capital is
determined using the nominal value of shares that have been
issued. Considerations received or receivable on the issue
of shares are credited to share capital. Commissions and
expenses are deducted from share capital.

Incremental costs directly attributable to the issue of new
shares are shown in equity as a deduction, net of tax, from the
proceeds.

4.17 Provisions and contingent liabilities

Provisions are recognised for liabilities of uncertain timing or
amount when the Group has a legal or constructive obligation
arising as a result of a past event, which will probably result
in an outflow of economic benefits that can be reasonably
estimated.

Where it is not probable that an outflow of economic benefits
will be required, or the amount cannot be estimated reliably,
the obligation is disclosed as a contingent liability, unless the
probability of outflow of economic benefits is remote. Possible
obligations, the existence of which will only be confirmed
by the occurrence or non-occurrence of one or more future
events, are also disclosed as contingent liabilities unless the
probability of outflow of economic benefits is remote.

4.18 Employee benefits

Payments to the defined contribution retirement benefits
schemes are charged as an expense when employees have
rendered services entitling them to the contributions.

Retirement benefits

Retirement benefits to employees are provided through
defined contribution plans.

The Group operates a defined contribution retirement benefit
plan under the Mandatory Provident Fund Schemes Ordinance,
for all of its eligible employees who are eligible to participate
in the MPF Scheme. Contributions are made based on a
percentage of the employees’ basic salaries.

The employees of the Group's subsidiaries which operate in
the PRC are required to participate in a central pension scheme
operated by the local municipal government. The subsidiaries
are required to contribute certain percentage of their payroll
costs to the central pension scheme.
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4. SIGNIFICANT ACCOUNTING POLICIES
(Continued)

4. FEEHBE(E)

4.19 LRINBERZIRES

4.19 Share-based payment transactions

Equity-settled share-based payment transactions BRSEFLIRTEEEBS AFES
Share options granted to employees KT IESZERE

The fair value of services received determined by reference
to the fair value of share options granted at the grant date is
expensed on a straight-line basis over the vesting period, with
a corresponding increase in equity (the employee share-based
compensation reserve).

At the end of the reporting period, the Group revises its
estimates of the number of options that are expected to
ultimately vest. The impact of the revision of the original
estimates during the vesting period, if any, is recognised in
profit or loss such that the cumulative expense reflects the
revised estimate, with a corresponding adjustment to the
employee share-based compensation reserve.

When share options are exercised, the amount previously
recognised in share options reserve will be transferred to
share premium. When the share options are forfeited after the
vesting date or are still not exercised at the expiry date, the
amount previously recognised in the employee share-based
compensation reserve will be transferred to accumulated
profits.

Share award scheme

The cost of equity-settled transactions is recognised, together
with a corresponding increase in the employee share-based
compensation reserves in equity, over the period in which
the granted conditions are fulfilled. The cumulative expense
recognised for equity-settled transactions at each reporting
date until the vesting date reflects the extent to which the
vesting period has expired and the Group's best estimate of
the number of equity instruments that will ultimately vest. The
income statement expense or credit for a period represents
the movement in cumulative expense recognised as at the
beginning and end of that period and is recognised in employee
benefits expense.

When the share award is cancelled, it is treated as if it
vested on the date of cancellation, and any expense not yet
recognised for the award is recognised immediately.
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4. SIGNIFICANT ACCOUNTING POLICIES
(Continued)

4.20 Impairment losses of non-financial assets

4.21

Property, plant and equipment, prepaid land lease payments
and interests in subsidiaries are subject to impairment testing.

Goodwill and intangible assets with indefinite useful life or
those not yet available for use are tested for impairment at
least annually, irrespective of whether there is any indication
that they are impaired. All other non-financial assets are tested
for impairment whenever there are indications that the asset's
carrying amount may not be recoverable.

An impairment loss is recognised as an expense immediately
for the amount by which the asset’s carrying amount exceeds
its recoverable amount. Recoverable amount is the higher of
fair value, reflecting market conditions less costs of disposal,
and value in use. In assessing value in use, the estimated
future cash flows are discounted to their present value using a
pre-tax discount rate that reflects current market assessment
of time value of money and the risk specific to the asset.

For the purposes of assessing impairment, where an asset
does not generate cash inflows largely independent from those
from other assets, the recoverable amount is determined
for the smallest group of assets that generate cash inflows
independently (i.e. a cash-generating unit). As a result, some
assets are tested individually for impairment and some are
tested at cash-generating unit level. Goodwill in particular is
allocated to those cash-generating units that are expected to
benefit from synergies of the related business combination
and represent the lowest level within the Group at which the
goodwill is monitored for internal management purpose.

Segment reporting

The Group identifies operating segments and prepares
segment information based on the regular internal financial
information reported to the executive directors for their
decisions about resources allocation to the Group’s business
components and for their review of the performance of those
components. The business components in the internal financial
information reported to the executive directors are determined
following the Group’s major products and service lines.
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4. SIGNIFICANT ACCOUNTING POLICIES
(Continued)

4. FEEHBE(E)

4.21 Segment reporting (Continued) 4.21 FERE(E)

The Group has identified the following reportable segments:

- Property development — holding land for property
development projects;

- Property investment — providing rental services and
holding investment properties for appreciation;

- Finance leasing — providing finance leasing service
including arranging sales and leaseback transaction;

- Bulk commodity trade — trading of coal and non-ferrous
metals; and

- Hotel and marine travelling services — providing hotel and
marine travelling services.

Each of these operating segments is managed separately
as each of the products and service lines requires different
resources as well as marketing approaches.

The measurement policies the Group uses for reporting
segment results under HKFRS 8 are the same as those used
in its financial statements prepared under HKFRSs. Segment
results represent the results from each segment without
allocation of administration costs incurred and other income
generated by head office and the inactive subsidiaries,
directors’ salaries, excess of fair value of the net identifiable
assets over the cost of acquisition of a subsidiary, fair value
changes of investment properties and held-for-trading
securities and finance cost of corporate bonds. This is the
measure reported to the chief operating decision maker for the
purposes of resource allocation and performance assessment.
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4. SIGNIFICANT ACCOUNTING POLICIES
(Continued)

4. FEEHBE(E)

4.21 Segment reporting (Continued) 4.21 FEHRE(E)

106

Segment assets include all assets other than held-for-
trading securities, assets held by head office and the inactive
subsidiaries (including property, plant and equipment, other
receivables and bank balances and cash) and other unallocated
assets that are not directly attributable to reportable segments.
Segment liabilities exclude corporate bonds, liabilities incurred
by head office and the inactive subsidiaries (including other
payables, unsecured other loans and deferred tax liabilities)
and other unallocated liabilities that are not directly attributable
to reportable segments.

Segment assets of property investment segment include
investment properties but segment results exclude the related
fair value changes for the year.

Save as the aforementioned, no asymmetrical allocations have
been applied to reportable segments.

4.22 Government grants

Government grants are recognised when there is reasonable
assurance that they will be received and that the Group will
comply with the conditions attaching to them. Grants that
compensate the Group for expenses incurred are recognised
as revenue in profit or loss on a systematic basis in the same
periods in which the expenses are incurred. Grants that
compensate the Group for the cost of an asset are deducted
from the carrying amount of the asset and consequently are
effectively recognised in profit or loss over the useful life of
the asset by way of reduced depreciation expense.

4.23 Related parties

(@) A person or a close member of that person’s family is
related to the Group if that person:

(i) has control or joint control over the Group;

(i) has significant influence over the Group; or

(i) is a member of key management personnel of the
Group or the Company's parent.

2016 Annual Report EERE

DREERRERIHEERSE S - @
ERMTNERHBRARZEE(SY
% BEI&E  EfEEFORRR
TRERRE) REMIET 2 HEE
DRBEREENARDEEEINE
BE - nBRAEIEBREARES &
MERENTERMBRARZEBE(S
HAL N FOR - E SR E KR
RRBAE) REMIFAT2REED
BEREGHNARDEAE -

BERBEZOIREERBRKREME -
BABEETRRFAEBEATER
o

B EXCPRIERE - AR EE 23
DIRRAFEE AR o

0 T4 B

2 A AR I REE & B BT # B
B EE 57 M IR - BUR
BN T IARER - REmMEANEEA
EERX 2 HPREER 2 F—H
BA RN R AEA -
EASEEEKAZ BB EERE
BRIk - RRRZIBEE A ER
FHARDFERSTARBETE
BRHERR o

4.23 FEFH

(@) fHETIER - AREALRZ
AT EIT R R R B B AR 5
HAKEARE

() HAKEAEZEELHR
PRI

(i) HAEBBEEAZEN
2

(i)  AXEEIAARTAF
ZEEEBAS -



For the Year Ended 31 December 2016 | H#Z =F—XFE+=-A=+—H

Notes to the Financial Statements

4. SIGNIFICANT ACCOUNTING POLICIES
(Continued)

4.23 Related parties (Continued)

(b)

An entity is related to the Group if any of the following
conditions apply:

(i)

(ii)

(ii)

(iv)

(vi)

(vii)

(viii)

The entity and the Group are members of the
same group (which means that each parent,
subsidiary and fellow subsidiary is related to the
others).

One entity is an associate or joint venture of the
other entity (or an associate or joint venture of a
member of a group of which the other entity is a
member).

Both entities are joint ventures of the same third
party.

One entity is a joint venture of a third entity and
the other entity is an associate of the third entity.

The entity is a post-employment benefit plan for
the benefit of the employees of the Group or an
entity related to the Group.

The entity is controlled or jointly controlled by a
person identified in (a).

A person identified in (a)(i) has significant influence
over the entity or is a member of key management
personnel of the entity (or of a parent of the entity).

the entity, or any member of a group of which it
is a part, provides key management personnel
services to the Group or to the parent of the
Group.
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Notes to the Financial Statements

BFR5 IR AR MY aE

4.

SIGNIFICANT ACCOUNTING POLICIES
(Continued)

4.23 Related parties (Continued)

Close members of the family of a person are those family
members who may be expected to influence, or be influenced
by, that person in their dealings with the entity and include:

(i) that person’s children and spouse or domestic partner;

(i) children of that person’s spouse or domestic partner;
and

(i) dependents of that person or that person’s spouse or
domestic partner.

KEY SOURCES OF ESTIMATION
UNCERTAINTY

In the application of the Group’s accounting policies, which are
described in note 4, management of the Group has made various
estimates based on past experience, expectations of the future
and other information. The key assumptions concerning the future,
and other key sources of estimation uncertainty at the end of the
reporting period, that have a significant risk of causing a material
adjustment to the carrying amounts of assets and liabilities within
the next financial year is set out below.

5.1 Fair value of investment properties

Investment properties are stated at fair value based on the
valuation performed by independent professional valuers. In
determining the fair value, the valuers have based on a method
of valuation which involves certain estimates of market
condition. In relying on the valuation report, the directors of
the Company have exercised their judgement and are satisfied
that the assumptions used in the valuation are reflective of
the current market conditions. Changes to these assumptions
would result in changes in the fair values of the Group's
investment properties and the corresponding adjustments to
the amount of gain or loss reported in the consolidated income
statement.
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Notes to the Financial Statements

5. KEY SOURCES OF ESTIMATION
UNCERTAINTY (Continued)

5.2

5.3

5.4

Estimated net realisable value on properties under
development

In determining whether allowances should be made for the
Group's properties under development, the Group takes
into consideration the current market environment and the
estimated market value less estimated costs to completion
of the properties. An allowance is made if the estimated
market value is less than the carrying amount. If the actual
net realisable value on properties under development is less
than expected as a result of change in market condition and/or
significant variation in the budgeted development cost, material
provision for impairment losses may result.

Estimated net realisable value for properties held
for sale

Management exercises its judgement in making allowance for
properties held for sale with reference to the existing market
environment, the sales performance in previous years and
estimated market value of the properties, i.e. the estimated
selling price less estimated costs of selling. A specific
allowance for stocks of completed properties is made based
on the estimation of net realisable value on the completed
properties if the estimated market value of the property is
lower than its carrying amount. If the actual net realisable
values of the stocks of completed properties are less than
expected as a result of change in market condition, material
provision for impairment losses may result.

Estimated impairment of loans and receivables

When there is objective evidence of impairment loss, the
Group takes into consideration the estimation of future cash
flows. The amount of the impairment loss is measured as
the difference between the asset’s carrying amount and the
present value of estimated future cash flows (excluding future
credit losses that have not been incurred) discounted at the
financial asset's original effective interest rate (i.e. the effective
interest rate computed at initial recognition). Where the actual
future cash flows are less than expected, an impairment loss
may arise.

5.

B 8% SRR Y R

HEt FEAERZ EEXRIEF(E)

5.2

5.3

5.4

BRPMRZATTSRBE

REEREANEE 2 BERPYE
REER - AREEZEE TSR
B R M ER AT RT IR -
fi st T EERARE(E - RIZAEL &
o MBERPYEZERAIZRFE
ERREERC R HAEERKA
HREAESEFHMAONES - QIR EE
HENRERBRERE -

FEREMEZ G TERBE

EIREHRHEHENE 2 BBIELH
B OARBIRAM SN - AEFEH
ERALZEME 2 At THE(AME
FHHEERMFTHERR) - EUE
ZEETmEEREREE - FIARE
B 2GR AT HFE - HE
SRR R RIBE - HE ERY
EZBERAERFERTRELZL
mARTEH - AR e SR E AR IERE
1R -

HRE B REZ &R {E

FHRBERRCREEE  A%E
KEBATRKZIRERE < RIEE
BroBREERMERMGARER
ERERTREERVERFE (B
AR E 2 BRA X )RR 2
REEERRIBZAREER
1B) 2 HNEREE - MERRKR
ERELNES - QIR EELRBER

e

China Chengtong Development Group Limited FEHBRREBER LT

109



110

For the Year Ended 31 December 2016 | H#EZ =F—XF+=-A=+—H

Notes to the Financial Statements
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5. KEY SOURCES OF ESTIMATION
UNCERTAINTY (Continued)

5.5

5.6

5.7

Estimated provision for inventories

In determining the amount of allowance required for obsolete
and slow-moving inventories, the Group would evaluate
ageing analysis of inventories and compare the carrying
value of inventories to their respective net realisable value. A
considerable amount of judgement is required in determining
such allowance. If conditions which have impact on the
net realisable value of inventories deteriorate, additional
allowances may be required.

Depreciation and amortisation

The Group depreciates the property, plant and equipment
and amortises the prepaid land lease payments in accordance
with the accounting policies stated in notes 4.6 and 4.7. The
estimated useful lives reflect the directors’ estimates of the
periods that the Group intends to derive future economic
benefits from the use of these assets.

Estimated impairment of non-financial assets

The Group assesses whether there are any indicators of
impairment for all non-financial assets at each reporting date.
Non-financial assets are tested for impairment when there are
indicators that the carrying amounts may not be recoverable.
When value in use calculations are undertaken, management
estimates the expected future cash flows from the asset or
cash-generating unit and determines a suitable discount rate in
order to calculate the present value of those cash flows.
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Notes to the Financial Statements

5. KEY SOURCES OF ESTIMATION
UNCERTAINTY (Continued)

5.8

Fair value measurement

A number of assets included in the Group’s financial
statements require measurement at, and/or disclosure of, fair
value.

The fair value measurement of the Group's financial and
non-financial assets utilises market observable inputs and
data as far as possible. Inputs used in determining fair value
measurements are categorised into different levels based on
how observable the inputs used in the valuation technique
utilised are (the “fair value hierarchy”):

Level 1 valuations: Quoted prices in active markets for

identical items (unadjusted);

Level 2 valuations: Observable direct or indirect inputs

other than Level 1 inputs;

Level 3 valuations: Unobservable inputs (i.e. not derived

from market data).

The classification of an item into the above levels is based on
the lowest level of the inputs used that has a significant effect
on the fair value measurement of the item. Transfers of items
between levels are recognised in the period they occur.

The Group measures a number of items at fair value:

- Investment properties (note 17)

- available-for-sale financial assets (note 28)

- Held-for trading securities (note 29)

For more detailed information in relation to the fair value

measurement of the items above, please refer to the
applicable notes.

China Chengtong Development Group Limited FEHBRREBER LT

For the Year Ended 31 December 2016 | HZ=Z—X<E+=-B=+—H

5.

5.8

DE R e

HEt FEAERZ EEXRIEF(E)

LFERTE

BOHAREEABEROREER
RAFEHER SRR -

AEBzeRIFEREEZATE
STEETEERM G A MELRE
RBAEERMERAORE 2 TBEIZ
B AREEAFEFEZREA D
ATIRAER((TFEER])

—&aHE - AARRERNERMS
Z 8N B IR ORISR
)

“AEHE - BR—ARBABIRZIMN
BRI ERE
A

=L . TUBRBARE

(7 - FEERTIHH
EHRABE)

HE DRBEHZEENATEFER
EEEFENHALBNRIKELE
BALNER - -EBRzENEEER
RE L HIRRER -
AEEZ AT EFENHBHEAE -

-  BEWEIFE17)

— AHHESmEE(MF28)

-  BEEEZEH5(HIE29)

BB LR A AT E 82 E S
& M -

111



112

For the Year Ended 31 December 2016 | Z=Z—X<E+=-B=+—H

Notes to the Financial Statements

BFR5 IR AR MY aE

SEGMENT INFORMATION

For the purpose of resources allocation and performance assessment,
the executive directors, being the Group's chief operating decision
makers, review operating results and financial information on a
company by company basis. Each company is identified as an
operating segment in accordance with HKFRS 8. When the group
companies are operating in similar business model with similar target
group of customers, the group companies are aggregated into same
segments.

During the year ended 31 December 2016, the Group has
reorganised its internal reporting structure by simplifying the
segmental classification based on revenue contribution from its
product and service lines so as to enhance operational efficiency.
Accordingly, the comparative segment information has been
re-presented to conform to current year’s presentation. The Group's
reportable segments for financial reporting purposes have been
reorganised as follows:

(1) Property development — holding land for property development
projects

(2)  Property investment — providing rental services and holding
investment properties for appreciation

(3)  Finance leasing — providing finance leasing service including
arranging sale and leaseback transaction

(4)  Bulk commodity trade — trading of coal and non-ferrous metals

(5)  Hotel and marine travelling services — providing hotel and
marine travelling services
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SEGMENT INFORMATION (Continued) 6. SWEHE)
Segment revenue and results SHBERER
The following is an analysis of the Group's revenue and results by RN AEREBIRRE D EEID 2 WS N ES
reportable segment: SHT
For the year ended 31 December 2016 BE_ZT—XFT+_A=1+—HLEE
Hotel and
Bulk marine
Property Property Finance  commodity travelling
investment  development leasing trade services Total
EEM
NERE NERR MEBR ATHRER  BLiEEERE Eh)

HK$°000 HK$'000 HK$'000 HK$'000 HK$'000 HK$°000
ERTT ERTT ERTT ERTT ERTT ERTT

Turnover as presented in consolidated GANERESS E%E

income statement 2,157 103,598 51,503 511,849 47,452 716,559
Results 55
Segment results (note (a)) DEEE(WE) 1,972 19177 47,806 16,012 7,452 92,419

Fair value loss on investment properties REWE N EER W)

(note (b)) (80)
Fair value gain on held-for-rading securities ~ #{EE B4 2 ATENE 45
Interest income from entrusted loan receivables JEMZSEE 2 H SIA 2,461
Unallocated finance costs RATRERK (32,819)
Unallocated corporate expenses APBAERR (52,937)
Unallocated corporate income RATLERA 90,189
Profit before income tax RAERATR 99,278
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B H5 ¥R AR M

6. SEGMENT INFORMATION (Continued) 6. SEWEHE)
Segment revenue and results (Continued) SHEBSRER(E)
For the year ended 31 December 2016 (Continued) BE—_T—NF+-A=t+—HLEEE)
Hotel and
Bulk marine
Property Property Finance  commodity travelling
investment  development leasing trade services  Unallocated Total
EER
LELE NERR HERE ATHRER  BLEBERE I &t
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
AR BRTT V-l aw V-l aw ERTT ERTT ERTT
Notes: Wit
(a) Amounts included in the (o) PEREECHALLE
measure of segment results
Interest income from deposits, 731 BERERAMELE
short-term investments and SRAEZFISHA
available-for-sale financial
assets - 235 2,427 315 561 53,060 56,598
Depreciation HE - (228) (115) 3) (8,200) (4,108) (12,654)
Finance costs BENE - - (24) - - (32,819) (32,843)
Loss on disposal of property, LENE - BREREE
plant and equipment BB - - - - (4) - @)
Reversal of write-down of BOHENR
inventories - - - - 530 - 530
Written off of other receivables B ElEIE 34 - - - - - (276) (276)
(o) Amounts regularly provided to () EEIREELERRE R
the chief operating decision BESTHERE 28
maker for the analysis of the
segment's performance
Fair value loss on investment REWELLTEER
properties (80) - - - - - (80)
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6. SEGMENT INFORMATION (Continued) 6. SEMEHE)
Segment revenue and results (Continued) SHEBSRER(E)
For the year ended 31 December 2015 BFE_Z—AF+_A=+—HLEE
Hotel and
Bulk marine
Property Property Finance  commodity travelling
investment  development leasing trade services Total
BER
VIESE NEER HERE ATEmES  RLEHERE &

HK$ 000 HK$ 000 HK$ 000 HK$ 000 HK$ 000 HKS000
E¥TT  ERTT ERTn BRI BRTT EETR

(Re-presented)
(& E5)
Tumover as presented in consolidated income GANERESI EEE
statement 1,970 101,042 40,986 374,345 58,190 576,533
Results B+
Segment results (note (a)) PEEE W) 1719 2,34 36,478 62,988 6,661 130,230
Fair value loss on investment properties REMEL TEER
(note (b) (Wit (62)
Fair value loss on held-for-trading securities BIEEEZS D TERR (469)
Excess of fair value of the net identifiable assets over  AT&AIFEEATENIE
the cost of acquisition of a subsidiary —-HNBARRAZRE 5,056
Interest income from entrusted loan receivables RUZFEETZHBIA 10471
Unallocated finance costs AOERANA (39,394)
Unallocated corporate expenses AOBMAERR (29,950)
Unallocated corporate income AABLEWA 50435
Profit before income tax BETER AR 126,317
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6. SEGMENT INFORMATION (Continued) 6. SBRE(E)
Segment revenue and results (Continued) SHEBSRER(E)
For the year ended 31 December 2015 (Continued) g§F_Z—AFE+_A=+—HILEE(E)
Hotel and
Bulk maring
Property Property Finance commodity travelling
investment  development leasing trade services Unallocated Total
BEA
VELE VEE HERE ATERES  BLRERE AR &
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$:000
Vol hn BETFT BETT BT BT BB Vol A
(Re-presented)
(& E5)
Notes: Hit:
(a)  Amountsincluded in the measure  (a) DHEEECHAZEE
of segment results
Interest income from deposits, B BERER
short-term investments and MEHERRAE
avalable-for-sale financial assets ZHIEMA - 22 2776 62,881 1534 17,397 84,810
Depreciation nE = (157) (101) (359 (10,903) (480) (15,233)
Finance costs HERA = - - (1,183) - (39,394) (40,579)
(Loss)/gain on disposal of property,  HEWNE - BRERE
plant and equipment (ER) /i = = 03 (13) (12,438) - (12,408)
Reversal of impairment of BAERE
prepayment LB - - - 16,855 - - 16,855
Compensation income BERA - - - - 6,762 - 6,762
Subsidy income 3TN - 5,315 - - - = 5315
Provision for inventories FEkiE - - - (%49) (562) - (1511)
Impairment of prepayment BAFERE - - - (4,960) - - (4,960)
(o) Amounts regularly providedto the () AT ELBRELE
chief operating decision maker HAREA T A ERR
for the analysis of the segment's kx|
performance
Fair value loss on investment RENEATEEE
properties (62) = = = = = (62)
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SEGMENT INFORMATION (Continued)

Segment revenue and results (Continued)

Unallocated corporate income mainly comprised interest income
from deposits, short-term investments and available-for-sale financial
assets, interest income from a related party and reversal of other
payables which are not directly attributable to the business activities
of any operating segment.

Unallocated corporate expenses mainly comprised staff costs and
legal and professional expenses of the Group's headquarter which
are not directly attributable to the business activities of any operating
segment.

Segment results do not include income tax expense, while segment
liabilities include the current and deferred taxation except for those
recognised by the head office and the inactive subsidiaries.

The accounting policies of the reportable segments are the same
as the Group’s accounting policies described in note 4. Segment
results represent the results from each segment without allocation
of administration costs incurred and other income generated by head
office and the inactive subsidiaries, directors’ salaries, excess of fair
value of the net identifiable assets over the cost of acquisition of
a subsidiary, fair value changes of investment properties and held-
for-trading securities and finance cost of corporate bonds. This is
the measure reported to the chief operating decision maker for the
purposes of resource allocation and performance assessment.
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6. SEGMENT INFORMATION (Continued) 6. SBRE(E)
Segment assets and liabilities SHEEERARE
The following is an analysis of the Group’s assets and liabilities by U TNAEREENEERABIRRENEZY
reportable segment: -
2016 2015
—Z—RF —T-RF
HK$’000 HK$'000
BYTT BT T
(Re-presented)
(g&=:%))
Segment assets NEEE
Property investment* YEIEE* 58,934 58,468
Property development LRI 792,620 761,279
Finance leasing BEMHE 791,155 646,170
Bulk commodity trade ARERES 79,096 105,538
Hotel and marine travelling services B JE R AR B2 AR A 203,595 234,341
Total segment assets DIEEERTE 1,925,400 1,805,796
Unallocated Rohe
— Prepaid land lease payments —TEfT LA E R 150,395 163,313
— Entrusted loan receivables —ERETER 7,840 59,140
— Available-for-sale financial assets — AL ESREE 513,130 410,136
— Structured bank deposits — EREIEIRITIER - 13,090
— Deposits in other financial institution — R E & BB TR 428,186 355,650
— Bank balances and cash —RITBEFRAE 716,744 896,501
— Other unallocated assets —HtARk DB BE 105,205 133,431
Consolidated assets LEBEE 3,846,900 3,837,057
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6. SEGMENT INFORMATION (Continued) 6. SEMEHE)
Segment assets and liabilities (Continued) SHEEERARE)
2016 2015
—EB—RF —E—RF
HK$°'000 HK$'000
BT BT T
(Re-presented)
(E7)
Segment liabilities NDEAE
Property investment LES g} 8,050 8,573
Property development MEERE 159,521 109,416
Finance leasing REHEE 80,020 4,415
Bulk commodity trade REEmES 17,031 14,437
Hotel and marine travelling services G R IR B2 AR 33,606 33,902
Total segment liabilities NERBEBE 298,228 170,743
Corporate bonds NEfESH 667,219 694,757
Other unallocated liabilities HihRDELBE 56,642 67,310
Consolidated liabilities meaE 1,022,089 932,810
* Segment assets of property investment segment include investment * @\%ﬁéﬁiﬁmﬁgééﬂ}ﬁ&ﬁm% i)
properties but segment results exclude the related fair value loss of 77gi%‘;ﬂﬂiTﬁﬁiﬁqual\ifE@E%%
HK$80,000 (2015: HK$62,000) for the year. 80,0007L(=F—H4 : A#562,0007T) °
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6. SEGMENT INFORMATION (Continued) 6. SWEHE)
Segment assets and liabilities (Continued) SHEEERAR(E)
For the purposes of monitoring segment performance and allocating BEESERRAERSEBIRER

resources between segments:

- all assets are allocated to reportable segments other than held- = BREHEEEFS  BWREEER -
for-trading securities, entrusted loan receivables and assets W R E R B A TZ§E(A
held by head office and the inactive subsidiaries (including ME - WENEE - B EYEIE R
property, plant and equipment, other receivables and bank WRITHEBRERE)IN MBEEEHD
balances and cash); and BeEsREDLE &
= all liabilities are allocated to reportable segments other than = BRARIMES - ?)J?%JE&T}EE&M\TE
corporate bonds, liabilities incurred by head office and the NEZ A’ (.:./\{’M’éﬁ < EAh
inactive subsidiaries (including other payables, unsecured other ﬁ}ﬁﬁ%?y\&LLME)ZQI\ =
loans and deferred taxation). BEADEEREDE
For the year ended 31 December 2016 BHE_Z—XF+-_A=+—HLHFE
Amounts included in the measure of segment assets: HADEEESE 225 -
Hotel and
Bulk marine
Property Property Finance commodity travelling
investment development leasing trade services  Unallocated Total
EEH

WRER WRER MEER ARERHA HLEEES AR #it
HK$'000  HK$'000  HK$'000  HK$'000  HKS$'000  HK$'000  HK$'000
BRTfT  BRTT  ERFT ERTT BRTT  ERFT ERTL

Additions to non-current assets (other than financial assets) FBIEREI A&
(SRIARSM) 4,159 1 65 17 2,327 94 6,673
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SEGMENT INFORMATION (Continued)
Segment assets and liabilities (Continued)
For the year ended 31 December 2015

Amounts included in the measure of segment assets:

Property Property
investment  development

nERE  NEER
HK8'000 HK8'000

B H5 ¥R AR M

6. SERE(H)
SERERAMKE)
HE-_T—AF+-A=1+—RHLFE
FANBREENEZ S

Bulk Hotel and

commodity maring
Finance trade travelling
leasing  (Re-presented) services  Unallocated Total
ArBRES BEA
v (@=51) BLEERE APE 3t

HK$'000 HK$'000 HKS'000 HK8'000 HK$'000

BETT BEEr BEET BETT BEEr BEET BETT
Additions to non-current assets (other than financial assets) REFFREAE
(BBIERI = 57 333 21 1,243 199,636 201,290
Other segment information Hth 3 EREHE

The Group's significant operations, external customers and non-
current assets (other than financial assets) during the years ended
31 December 2016 and 2015 were mainly located in Hong Kong
(place of domicile) and the PRC. Geographical information of revenue
from external customers is based on the location of the customers
and the geographical location of the non-current assets (other than
financial assets) is based on the physical location of the assets.

REE-_ZE—XRNEA-_ZT—RF+_A
=t+—HIEFE  AEEZETER - NS
EERIIERDEE(CREERIN EEMRN
BB (R R M) KPR - REINFEF
ZWas 2 R BRI RIRE FFTEf T
IEmBEE(EREERIN) 2HIBAE TR
BZEEECERUEME °

Revenue from external Non-current assets (other
customers than financial assets)
REIFBEEZ R IEMENRE (ERFERSI)
2016 2015 2016 2015
—B—REF —TREF —B-RE —TRE
HK$'000 HK$000 HK$'000 HK$'000
BETT B TFoT BETTT JBEMTFIT
Hong Kong B - - 184 223
The PRC F 716,559 576,533 406,412 443,883
716,559 576,533 406,596 444,106
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B H5 ¥R AR M

6. SEGMENT INFORMATION (Continued) 6.

Other segment information (Continued)

Revenue from customers of the corresponding years contributing

SEWRE(E)
Rt WA ()

AT RHAREFEEAREERBEI0% A

over 10% of the total turnover of the Group are as follows: FREEFERIZ W -
2016 2015
—E—RE —T—AF
HK$’000 HK$'000
BETIT BT
Customer A (Note 1) BPEAMET) = 139,469
Customer B (Note 2) BEB(Hi#2) 96,733 =
Customer C (Note 3) BPC(H15#3) 106,534 98,212
203,267 237,681
Notes: Hig# -
1. This was a customer for bulk commaodity trade business for the year ended 1. ZEEPEE_E—TAFE+-_A=+—H8I1t

31 December 2015 and no revenue was contributed from this customer to
the total turnover of the Group for the year ended 31 December 2016.

2. This was a customer for bulk commodity trade business for the year ended
31 December 2016 and no revenue was contributed from this customer to
the total turnover of the Group for the year ended 31 December 2015.

3. This was a customer for bulk commodity trade business for the years ended
31 December 2016 and 2015.

2016 Annual Report £E %
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B H5 ¥R AR M

6. SEGMENT INFORMATION (Continued) 6. SBRE(E)
Turnover from major products and services TEERRBREMSERST
2016 2015
—Z—REF —E—RF
HK$°'000 HK$000
BY¥TFT BT T
(Re-presented)
€ E==2))
Rental income HEWA 2,157 1,970
Sales of properties HEWE 103,598 101,042
Interest income FILBUA 43,777 28,703
Consultancy service income from REHELZH
finance leasing arrangements BRI A 7.726 12,283
Bulk commodity trade ArREmES 511,849 374,345
Hotel and marine travelling services B JE T8 AR AR 47,452 58,190
716,559 576,533
7. OTHER INCOME 7. HEflgA
2016 2015
—E—RE —E—AF
HK$’000 HK$000
BY¥TFT Vet o
Interest income from deposits, T BERERAHEESR
short-term investments and BEZMBMA
available-for-sale financial assets 56,598 84,810
Interest income from entrusted loan FERZFTE R Z M BIA
receivables 2,461 10,471
Interest income from consideration HE—RHBARIZEKRREZ
receivable from disposal of a subsidiary  F| Uz A - 7,159
Interest income from a related party RE—HBEER 2 FBWMA
(note 26) (Hiit26) 3,367 6,448
Interest income from a non-controlling K E—FEWE AR — R IR
shareholder of a subsidiary (note 25) REF B WA (HT7E25) 993 1,208
Subsidy income (note (a)) BRIRU A (K772 (@) - 5,315
Reversal of impairment of prepayment TERRIRRE 2 BB = 16,855
Reversal of other payables ((note (b)) E b e~ kI8 2 #E R (A7t (b)) - 5,024
Compensation income B EWRA - 6,762
Overdue charges under the entrusted ERERETZAHEA
loan arrangements - 197
Exchange gain, net PE 5 W e F 58 33,362 27,941
Others Hib 1,710 763
98,491 172,953
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BFR5 IR AR MY aE

OTHER INCOME (Continued)

Notes:

(a)

(b)

Subsidy income mainly comprised unconditional government grants for
subsidising the Group's property development business.

The disposal of Chengtong Development International Trading Limited
(“CDIT") and #)Imae & BM A AR AR ("HMERHEE") was completed on
22 December 2014 and 19 December 2014 respectively. The profit or loss
of CDIT and #73/l{¥# &% during the period from the valuation date (being 31
May 2014) up to the date of completion (the “post agreement date”)
was borne by the Group. As at 31 December 2014 and up to the date that
the board of directors approved the Group’s annual financial statements for
the year ended 31 December 2014 for issue, the Group had not signed any
supplemental agreement with the buyer yet. As at 31 December 2014, the
Group accrued the amount of approximately HK$31,746,000 for the amounts
to the buyer regarding the post agreement date results borne by the Group
based on the directors’ best estimation.

On 30 April 2015, the Group entered into a supplemental agreement with
the buyer of CDIT and #1/N###E and confirmed that the post agreement
date loss in the aggregate amount of approximately HK$26,722,000 from
CDIT and #/M3m#E should be borne by the Group. Since the supplemental
agreement was signed during the year ended 31 December 2015, reversal
of amount payable to the buyer regarding the post agreement date results
borne by the Group of approximately HK$5,024,000 was credited to
other income. Details of the supplemental agreement are set out in the
Company’s announcement dated 30 April 2015.

FINANCE COSTS

7.

HUg A (45)

BB ATRERERNMAEEYEER
K2 BRI

HAEERERESER A ([ W
B 1) RN mse 2 B HAER AR ([ RME
EDOHEFBEESFIN=-"Z—NF+—A4
“tZHEZE-ME+—A+AHTX
BB E 5 R AN I s d {4 (8 B #E (BN —
E-MERA=+—R)ExK A H(#E
WAW ) RN BRE A ARERE R=F
—OF+-A=+—BEREZEFSHAESR
HASEBEE—Z—NF+-A=+—H1t
FENFEVBRERNAH  AEBWER
B BRFEAMAHR N —HF+=
A=+—H ZRBEEOREERN  ~5H
ERXNENBRASEARERBE B S
REFIRRTELAEE31,746,0007THI 8 ©

R-ZZT—AFMA=1H  AEEHEHBH
BB 5 RMMIGRER B 7 sT L e - I
EREAEEARZEAHNBEEE S RN
BB A H 4B 15 26,722,000TT K014 1735 B HiE
B-BaRARBERBEE-_S—AF+=A
=t+—RHIEFEHEE - QAB%5,024,0007TH)
BEEME T BRANEEFAERRZB S
RHFBECFTAEMBA - BB HBED
HBEERAARIBHA-_T—AFMA=1

BERE ©

8. WMEHEF

2016 2015
—EB—NEE —E—RF
HK$’000 HK$'000
BYTT BT T
Interest on corporate bonds RNAESH ZHE 42,019 43,553
Interest on bank borrowings RITEEZFE 24 477
Interest on discounted bills with recourse BB~ AFIR =18 7 FI| & - 708
42,043 44,738

Less: Amounts capitalised on properties i : RV 2 BIEEAR(L
under development | (9,200) (4,159)
32,843 40,579
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DE R e

INCOME TAX EXPENSE 9. FrfS#BAXX
Hong Kong Profits Tax is calculated at 16.5% on the estimated BEMNER DB EEE RN A ERTUR
assessable profits for both years. Fi216.5% 2 B ZETHR o
Under the Law of the PRC on Enterprise Income Tax (“EIT") and BIEPRPEMSH ([ ¥R/ M) END
Implementation Regulation, the PRC subsidiaries are subject to tax EEERSEERIES - PRMNBARRES
rate of 26%. The current tax also comprised land appreciation tax 25% o ANEAF AN BB I ER ([
("LAT") which is estimated in accordance with the requirements BER ) o LHIYERJIRIEMRARE BB E
set forth in the relevant PRC tax laws and regulations. LAT has been RIGHIERE 2 R EEET o THIEERH 2 iHE
provided at ranges of progressive rates of the appreciation value, BRE ZERERGERE  BEE TR
with certain allowable deductions. IBH -
2016 2015
—E—REF —T—ARF
HK$’000 HK$'000
BT IT BT
The taxation charge comprises: HEX R :
Current tax for the year: NEFEEFHIEA
Hong Kong Profits Tax BERFIEH = -
PRC EIT B EPTIETH 24,362 34,775
PRC LAT ARt R E R 4,423 2,784
28,785 37,559
Under-provision in prior years: BEFERETR
PRC EIT HEI B EFTIST 126 7,972
28,911 45,531
Deferred taxation (note 37) EXEFLIE (H17#37) 2,997 3,860
Income tax expense Fris R > 31,908 49,391
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INCOME TAX EXPENSE (Continued)

Reconciliation between income tax expense and accounting profit at

FRr8MAX(E)

RN RS E 2 EHAS BEEN 2

applicable tax rates: HERMAT
2016 2015
—NE —E—AF
HK$’000 HK$000
BE¥TTT JBFoT
Profit before income tax bR 1S A& F 99,278 126,317
Tax calculated at PRC EIT rate of 25% RAB B EMSH25% (=
(2015: 25%) F:25%)tE 2 HIE 24,820 31,579
Effect of different tax rates of group ElRAPRINEM R ARG E 2
entities operating in jurisdictions other SEER I TRARERTE
than the PRC (350) 3,073
PRC LAT o (R 4,423 2,784
Tax effect of expenses not deductible for BT AINBREL >
tax purposes Mg 8,151 7,591
Tax effect of income not taxable for BERBBAZ B2
tax purposes (12,301) (12,936)
Tax effect of tax losses not recognised AERTRIEREIB 2 RS & 4,021 5,468
Tax effect of temporary difference not RERGREERE BT E
recognised 1 -
Withholding tax for undistributed profits of = BB A 7l KD EEF 2
PRC subsidiaries FEHORE 3,017 3,860
Under-provision in prior years BEFEREBTR 126 7,972
Income tax expense FriSHi 2 31,908 49,391
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DE R e

10. PROFIT FOR THE YEAR

10. £REF

2016 2015
—E—REF —E—hF
HK$’000 HK$'000
BT JEMF T
Profit for the year is arrived at after FRHFEINR(GEA) -
charging/(crediting):
Auditor’s remuneration Z AN &
— audit services —&rt RS 980 980
- non-audit services — IEEAT RS 310 180
1,290 1,160
Amortisation of prepaid land lease FEAS o R B A R 8
payments 5,523 3,256
Depreciation of property, plant and WE - BELRREZITE
equipment 12,765 15,351
Less: Amounts capitalised on properties i : R 2 BIEER(L
under development ZBH (111) (118)
12,654 15,233
Minimum lease payments in respect of ~ HEW¥ 2 HIEHEER K
rented premises 2,619 3,056
Contributions to retirement benefits RIRSRAET B
schemes (including directors’ (BIEESHS)
emoluments) 6,891 6,791
Staff costs (including directors’ 8 TR
emoluments) (BHEEEmL) 50,131 48,977
Total staff costs B T AN 485t 57,022 55,768
Less: Amounts capitalised on properties i : EEFYE 7 BIEERL
under development x| (1,460) (1,674)
55,562 54,094
Cost of inventories recognised as BRAERY ZFEKA
expenses 576,814 451,070
(Reversal of write-down of)/Provision for  (¥[E17F&MUR) 17 &R E*
inventories* (530) 1,511
Loss on disposal of property, plant and HEWE « BB M&E
equipment 18 4 12,408
Written off of other receivables At EMGRIE 5T 8 276 —
Impairment of prepayment B FERE - 4,960
@ (Reversal of write-down of)/provision for inventories for the year was BEE(BOFEHR) FERETALES

included in “cost of sales” on the face of the consolidated income

statement.

China Chengtong Development Group Limited FEHBRREBER LT

Wask Mz [ SHERA ] -

127



For the Year Ended 31 December 2016 | Z=Z—X<E+=-B=+—H

Notes to the Financial Statements

B H5 ¥R AR M

11. DIRECTORS’ AND SENIOR MANAGEMENT'S 11. EERERTHEMS

EMOLUMENTS
(a) Directors’ emoluments (a) E=FEle
Directors” emoluments disclosed pursuant to Section 383 BIEFEB N BEM(F622%F ) 538315
of the Hong Kong Companies Ordinance (Cap. 622) and the RARBEBREEMNZER)RO(E
Companies (Disclosure of Information about Benefits of 622GE ) v ESMERBNT ¢
Directors) Regulation (Cap. 622G) are as follows:
For the year ended 31 December 2016 BE-_Z—XRFE+-_A=+—HIF
I
Lee Man
Yuan Wang Wang Zhang Chang Chun,
Shaoli Hongxin  Tianlin Bin Qing Tony He Jia Total

RRE Tkts IX% R Lt EH2 e it
HK$'000 HK$'000 HKS$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
ERTT BRTT RBRTT ERTT ERTT ERTT  ERTT  ERTT

Fees we 360 360 240 240 360 360 360 2,280
Salaries % 1,121 867 1,074 269 - - - 3,331
Performance-based bonus ~ EXEE4S

(note) (Hrit) 345 249 83 M - - S 718
Contribution to retirement  R{RERIE &I

benefits schemes 124 142 137 133 - - - 536
Total emoluments il 1,950 1,618 1,534 683 360 360 360 6,865
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11. DIRECTORS’ AND SENIOR MANAGEMENT'S 11. SERSHRTHEBME (&)
EMOLUMENTS (Continued)

(a) Directors’ emoluments (Continued) (a) EFE#£(E)
For the year ended 31 December 2015 BE-_ZT—RF5+-_A=1+—HItHF
=

Chan

Heda  SheungLai

(appointed (resigned

witheffect  with effect

Lee Man from from

Yuan Wang Wang Zhang Chang Chun, 1 September 1 September
Shaoli Hongxin Tianlin Bin Qing Tony 2015) 2015) Total

It R

(W=Z-1%F (R=F-1F

hA-RE  AA-R
BB T IX% Ei BE g2 ) ) 5t
HKS000  HKS000  HKSOO0  HKS000  HKSOO0  HKSO00  HKSO00 - HKSO00 HKS000
A¥FT  BETT BT BETT BETT BT BETn BETT AEFL

Fees e 360 360 240 240 280 300 120 180 2,080
Salaries % 1121 867 - 269 - - = = 2,257
Performance-based bonus (note) M4 (#it) 487 116 = 398 = = = = 1,001
Contribution to retirement benefits RIRE 53l

schemes 120 138 - - - - - - 258
Total emoluments BHe 2,088 1,481 240 907 280 300 120 180 5,5%
Note: The performance-based bonus is determined according to the Wiat - BHES T BEFWNEES SRERAR]

performance of each individual director of the Company for the EEZARNEBFENENET

relevant years by the remuneration committee.

(b) Five highest paid individuals (b) HEEESHFMAL
Of the five individuals with the highest emoluments in the AEBREZEESFMA LR =%
Group, three (2015: three) were directors of the Company —E—RF:=FR) BARAE
whose emoluments are included in (a) above. The emoluments o HMEN () EHE - it
of the remaining two (2015: two) individuals were as follows: Z(ZE—FF:Z8) ALt2BE
NN

2016 2015

—E—REF —E—hF

HK$'000 HK$'000

BETFIT JEMTF T

Salaries and other benefits e REMET] 1,799 1,772

Performance-based bonus B RES 277 143

Contributions to retirement benefits RIRRFIF SR
schemes 36 36
2,112 1,951
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B H5 ¥R AR M

11. DIRECTORS’ AND SENIOR MIANAGEMENT'S
EMOLUMENTS (Continued)

(b)

(c)

1. EXEREREEEM&(E)

Five highest paid individuals (Continued) (b) HEmEFHFEMAL(E)
The emoluments of the two (2015: two) highest paid MB(ZE—RE - MB)RSHMA
individuals were within the following bands: T2 BEN T THI4ER :
Number of individuals
AE®H
2016 2015
—E—RE —T-RF
Nil to HK$1,000,000 BT T EE%1,000,0007T 1 1
HK$1,000,001 to HK$1,500,000 75#1,000,001 &
75 #1,5600,0007T 1 1
2 2
During the years ended 31 December 2016 and 2015, no REBEEZT—R"FRZF—HF+=
remunerations were paid by the Group to the directors or the A=+—RHIEFE  AEEWERT
two (2015: two) highest paid employees as an inducement to AESIME(ZE—RF : —HRA)K&
join or upon joining the Group or as compensation for loss of SEFEEZNENME - ERSEH
office. INAZE B 5 E AR B 2 52
B SEREBER A -
None of the directors waived any emoluments for both years. RREFESEESHETAINE -
Senior management’s emolument (c) SREEEMS

The remuneration paid to the senior management (other than
the directors as disclosed in note 11(a) above) for the year fell
within the following band:

RER MEREEEXNNME
(BRAEBBEAEME @) MESIN)
MF TR

Number of individuals

ARHH
2016 2015
—B—REF i
Nil to HK$1,000,000 B EILEAE%1,000,0007T 1 1
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DIVIDEND

No dividend in respect of the years ended 31 December 2016 and
2015 was proposed during the years ended 31 December 2016
and 2015, nor has any dividend been proposed since the end of the
reporting period.

EARNINGS PER SHARE

The calculation of the basic earnings per share is based on the
earnings for the year attributable to owners of the Company of
HK$63,804,000 (2015: HK$81,830,000) and on the weighted average
number of 5,808,735,000 (2015: 5,360,538,000) ordinary shares in
issue during the year.

There were no potential dilutive ordinary shares outstanding during
both years and hence the diluted earnings per share is the same as
basic earnings per share.

RETIREMENT BENEFITS SCHEMES

The Group participates in defined contribution retirement benefits
schemes which are registered under the Occupational Retirement
Scheme Ordinance (the "“ORSO Scheme”) and a Mandatory
Provident Fund Scheme (the “"MPF Scheme") established under
the Mandatory Provident Fund Ordinance in December 2000. The
assets of the schemes are held separately from those of the Group,
in funds under the control of trustees. All employees who were
members of the ORSO Scheme prior to the establishment of the
MPF Scheme were required to switch to the MPF Scheme, whereas
all new Hong Kong employees joining the Group after December
2000 are required to join the MPF Scheme. Subject to a capped
amount, the Group contributes 5% of relevant income for each
employee to the MPF Scheme, which contribution is matched with
that contributed by employees. Contributions to the schemes vest
immediately.

The employees of the Group’s subsidiaries in the PRC are members
of a state-managed retirement benefits scheme operated by the
PRC government. The subsidiaries are required to contribute 10%
to 20% (2015: 10% to 20%) of payroll costs, subject to a capped
amount for each employee to the retirement benefits scheme. The
only obligation of the Group with respect to the retirement benefits
scheme is to make the specified contributions.

During the year ended 31 December 2016, contributions totalling of
HK$6,891,000 (2015: HK$6,791,000) were charged to the profit or
loss for the year.

12.

13.

14.

DE R e

B2

HE T R"EEA_ZT—HF+-_A=1+—
AIEFE  WEEZREEMNEZ-Z—N
FR-_T—RAF+-A=1+—HIIFENK
B BHREBRARITEZZREEMR

o

g

i

=iRET

BREARFNTIZFERNNRQRES AL
A FE#63,804,0000( —Z—RHF : B
81,830,0007T ) & F R EEITIEIN E @A
¥ 15 88 5,808,735,000 % ( = FE— R £ :
5,360,538,000% ) At & E % -

RWEFESBRBETENCBERELR
B - Bt R g & ) S g A R AN BRI AR
[7] o

RFEFIEH R

AREES I —RRIBR SRR BIRGIEM
ZEBPFCRARENE S ([ AR )
R—IER-_ZETF+ - ARBARSMELITE
EatBIRGIR L 2 2 HIEATER T8 (T EHR
®HB)) - ZEAB 2 EEHHRTTAES
ZEESRA  WRAKBZEENH - I8
R gTE S 5 81T AR RINETEIRB 2
BREFTEETRESHE  MAAR_ZTT
FHARBRMAREEZHABRBLER
T 9R2REEE - AEERAHET
BERAZE5% (A LR)REBUERR®RES
HEEHH R - MEBTRAFEHERZH
K o [AZEAEELHFEENE RS -

AEBFEKB AR ZES 5 —BREBUT
EEBERKEHFEZKE - FBAR
FRIBKRAZ10%E20% (ZF—FRF :
10% Z=20% ) [FERRE R EE R (FAE
8198 FR) - AEBEREKREF S 2 M
—BEERIEHIERE 2K -

REE-_ZE—XE+-_A=+—HILFE
A HAB%6,891,000c(ZF—HEF : B
6,791,00070) Z R EFFAFEERRE ©
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B H5 ¥R AR M

15. PROPERTY, PLANT AND EQUIPMENT 15. MK - BE KRR E

Furniture Motor Marine travel
and vehicles and facilities and Construction
Buildings  equipment vessels  equipment -in-progress Total
BLikERE
BF GHREE  SERAM Rife HRIE &t
HK$'000 HK$ 000 HK$:000 HK$:000 HK$ 000 HK$'000
BT B¥n B B¥Tr Bk BT
Cost BE
At 31 December 2014 R=Z-ME+-f=1-H 147,486 8,633 41,915 18,512 2,060 218,606
Currency realignment EEaR 9,334 (321) (2,299) (463) (114) (12,531)
Additions AE - 196 350 1,203 - 1,749
Acquisition of subsidiaries (note 43) WEHB AR Hri43) 28,272 2% - - - 28,297
Disposals i 5 - (22 (4.431) (15,233) - (19,686
At 31 December 2015 RZE-RF+-F=1-H 166,424 8,511 35,536 4019 1,946 216,435
Currency realignment gRaR 9,787) (642) (2,486) (204) (14 (13123
Additions AE - 39 732 1433 - 2514
Disposals e - (108) (6) - - (114)
At 31 December 2016 RZE-"FTZA=t-B 156,637 8,310 33,775 5,158 1832 205712
Accumulated depreciation ZiE
At 31 December 2014 R-E-WE+-A=1-H 9,623 6,481 6,609 817 - 30,884
Currency realignment i (797) (251) 606) (387) - (2,041)
Provided for the year ik 6,513 1,109 6,712 1017 = 15,351
Eliminated on disposals HEBEE - (17) (554) 6,247) - (6,818)
At 31 December 2015 RZE-RETZA=1-H 16,339 732 12,161 2,554 - 37,376
Currency realignment L (1,182) (229) (1519 (109) - (3,039)
Provided for the year EREfE 6,550 1,034 4910 M - 12,765
Eliminated on disposals HERES - (102 (1) = = (103)
At 31 December 2016 RZE-~ET2B=+-B 20707 8,025 15,551 2,116 - 46,999
Carrying amounts IREE
At31 December 2016 RZE-AETZA=T-H 135930 285 18,224 2,442 1832 158,713
At 31 December 2015 RZE-RF+-F=1-H 151,085 1,189 23374 1,465 1,946 179,059
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16. PREPAID LAND LEASE PAYMENTS 16. At LA IR
2016 2015
—E—REF —T—hHF
HK$’000 HK$'000
BYTT BT
Leasehold land outside Hong Kong: ERRINZHAE L
- Medium-term leases —HHAFEA 194,236 211,993
2016 2015
ZB—REF —T—AF
HK$°'000 HK$000
BY¥TFir BT T
Opening net carrying amount FHREFE 211,993 53,767
Acquisition of subsidiaries (note 43) UeBE T B A J) (A77t43) - 171,244
Amortisation charge for the year FERHHET S (5,523) (3,256)
Currency realignment AR (12,234) (9,762)
Closing net carrying amount FRIREFE 194,236 211,993
Analysed for reporting purposes as: AITE2 WAL ¢
Current assets mENEE 5,287 5,414
Non-current assets JEMEBEE 188,949 206,579
194,236 211,993
As at 31 December 2016 and 2015, the Group’s prepaid land lease RZE—RE;RZTE—RF+ZA=+—
payments represent up-front payments to acquire interest in the B - AREE AN T AN FIEBAMLR
usage of land situated in the PRC, which are held under medium- MR ot AR 2 TR R - iR HAFR A
term leases. A o
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17. INVESTMENT PROPERTIES 17. EYME
2016 2015
—RE —T—hF
HK$'000 HK$'000
BT JBEFoT
At fair value BRAFE
At 1 January Rn—A—H 58,468 58,086
Currency realignment EREEE (3,613) (3,379)
Loss on change in fair value RIEERAERZ AT EELH)
recognised in profit or loss 518 (80) (62)
Additions NE 4,159 -
Reclassified from properties under WERPYEETOE
development - 3,823
At 31 December Rnt+—-_A=+—H 58,934 58,468

The carrying amount of investment properties shown above
represents properties situated in the PRC held under medium-term
leases.

The fair values of the Group's investment properties at 31 December
2016 and 2015 have been arrived at on the basis of a valuation
carried out on that date by Jones Lang Lasalle Corporate Appraisal
and Advisory Limited, the independent qualified professional valuers.
Jones Lang Lasalle Corporate Appraisal and Advisory Limited
are members of the Hong Kong Institute of Surveyors and have
appropriate qualifications and recent experience in the valuation of
similar properties in the relevant locations.

During the year ended 31 December 2015, the directors of the
Company initiated an operating lease of which a portion of properties
under development with carrying amount of HK$3,823,000 being
developed for future use as investment property. This portion of
properties under development in inventory was reclassified to
investment property under construction as a result of the change
in use which the property is leased to another entity. The fair value
of the investment property under construction and the carrying
amount at the date of reclassification was the same for the year
ended 31 December 2015. During the year ended 31 December
2016, the investment property under construction had an addition of
HK$4,159,000 to its carrying amount. The construction works of the
investment property under construction has been completed as at 31
December 2016.

As at 31 December 2016, the building ownership certificates of
an investment property of the Group with carrying amount of
approximately HK$7,000,000 (2015: Nil) have not yet been obtained.
In the opinion of the independent PRC legal advisors of the Group,
the Group is entitled to obtain the building ownership certificates
without legal impediment and is entitled to lawfully and validly use
the investment property during the year.

All of the Group's property interests held under operating leases
to earn rentals or for capital appreciation purposes are measured
using the fair value model and are classified and accounted for as
investment properties.
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17. INVESTMENT PROPERTIES (Continued) 17. BEMEE)
Fair value hierarchy DNFEER
The following table presents the fair value of the Group's investment TREFRREARREEUEEFENAR
properties measured at the end of the reporting period on a recurring EEREYENDNTE  BHEABBIER
basis, categorised into the three-level fair value hierarchy as defined SR FE13 R AT BN EETEN =LA
in HKFRS 13 Fair Value Measurement. The level into which a fair BER - AP EFIERENEBREL2EME
value measurement is classified is determined with reference to T ERRE ARSI BREREE N
the observability and significance of the inputs used in the valuation BEWLT :

technique as follows:

Fair value measurement as at 31 December 2016

RZE—NFTZAZ+—HZAFEHE

Fair value
as at
31 December
Level 1 Level 2 Level 3 2016
DFEEEHE
—E-REF
H— <ot ] $£=% +=BA=+—8H
HK$’000 HK$’000 HK$’000 HK$’000
BT BT BYTT BEFT
Recurring fair value BENHLOTFEHE

measurement
Investment properties: BEME

Property units — the PRC YIZEER —F - - 58,934 58,934

Fair value measurement as at 31 December 2015
R_E—RFE+-_A=+—BzAVETE
Fair value
as at
31 December
Level 1 Level 2 Level 3 2015
NEEEE
—T-RF
F—R E_R E=HK t—A=+—8H
HK$'000 HK$'000 HK$'000 HK$'000
BT JBEFIT JEETFIT BB IT
Recurring fair value BEHLTFHEHE

measurement
Investment properties: HEME -

Property units — the PRC YIEE B —F - - 58,468 58,468
During the years ended 31 December 2016 and 2015, there were REBEEZZE—A"FEFR=ZF—RF+=A
no transfers between Level 1 and Level 2, or transfers into or out of =t+—HIFE TEE—LRE-_HK2H
Level 3. The Group's policy is to recognise transfers between levels BN E = R A - RIEAEE
of fair value hierarchy as at the end of the reporting period in which ZHEE - ATESHFANERREEERR
they occur. HHIRTER o
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17. INVESTMENT PROPERTIES (Continued) 17. #BYE(E)

136

Fair value hierarchy (Continued)

The fair value of investment properties is a Level 3 recurring fair
value measurement. A reconciliation of the opening and closing fair
value balance is provided below:

LFEEFR(EH)

BENE Y AT EBE S AE B ATES
£ - FYEFRBBEATE HENT

2016 2015
—E—REF —E—AHF
HK$’000 HK$'000
BYTT BT
Opening balance FHRREE
(Level 3 recurring fair value) (B=REEMERATE) 58,468 58,086
Currency realignment EREE (3,613) (3,379)
Fair value change NHEZE) (80) (62)
Additions NE 4,159 -
Reclassified from properties under EHHHE
development RIED BRIV - 3,823
Closing balance FRERTE
(Level 3 recurring fair value) (B=HEEHERTE) 58,934 58,468
Change in unrealised losses for the year T AR+TZ_A=1+—B#EHA
included in profit or loss for assets held BEEBRNFEARER
at 31 December EE (80) (62)

Information about Level 3 fair value measurement -
Property units in the PRC

The fair value of property units in the PRC was determined based on
investment method for the year ended 31 December 2016 and 2015.

For the fair value measurement for property units under investment
method, the fair value was determined by taking into account the
current rents passing and the reversionary income potential of
respective portions of such properties.

The valuation takes account of expected term yield and reversionary
yield potential of the property units. The term yield and reversionary
yield have been based on the actual location, type and quality of the
properties and supported by the terms of the existing lease, other
contracts and external evidence such as current market rents for
similar properties.

One of the key inputs used in valuing the investment properties was
the discount rates used, which was 4.0% (2015: 4.3%) per annum. A
decrease in the discount rate used would result in an increase in fair
value measurement of the investment properties, and vice versa.

There has been no change in the valuation technique used in the
prior year. In estimating the fair value of the properties, the highest
and best use of the properties is their current use.
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Particulars of the principal subsidiaries are as follows:

18. INTERESTS IN SUBSIDIARIES
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18. RINEATZHER

Particulars

TEMBARFBNT

Place of of paid-up Equity interest
incorporation/ capital/issued owned by
Company operations share capital the Company Principal activities
M BHEEE FAFHEZ
47 RN ERTEREE RESIEEE IEBEXH
%
Directly held:
ERERA
Galactic Investment Limited Hong Kong HK$2 100  Investment holding
AR EBR AR B 27T BEER
Indirectly held:
FIERE -
EWEREMER AR * The PRC RMB50,000,000 100  Property development
i AR#50,000,000 MEER
BRALDFERAEERA The PRC RMB150,000,001 66.67 Property development
H ARR#150,000,001 MEER
WERMEHERRAR The PRC US$40,000,000 100  Finance leasing
H 40,000,0003 7T BMEHE
WRBERESERAF The PRC RMB 100,000,000 100  Investment holding
i AER#100,000,000 (2015: Bulk
commodity trade)
REBER(ZZE—1EF:
ARrEmES)
WL RERBR AT The PRC RMB50,000,000 51  Trading of coal
h AR#50,000,000 BixE
YR on BBt R RN The PRC RMB96,000,000 100  Provision of marine
BRAR** o AR #96,000,000 travelling services
RUE _EIRERTS
BEEEREEFAEERAR* The PRC RMB8,000,000 100  Hotel business
i AE#8,000,000 B IE TS
Cuidao Hotspring Resort Hotel The PRC RMB12,000,000 100  Hotel management
Company Limited ("Cuidao i AR #12,000,000 BEEE
Hotspring Hotel')
HORERRERBEBRAT
((BEBREE])*
o Established in the PRC as a Sino-foreign equity joint venture enterprise 2 KRB 2 RN BIE 5

** A limited liability company established in the PRC

China Chengtong Development Group Limited ElHE%REEERA T
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18. INTERESTS IN SUBSIDIARIES (Continued) 18. RIELATZEE (E)

The above table lists the subsidiaries of the Company which, in the
opinion of the directors of the Company, principally affected the
results of the year or formed a substantial portion of the assets and
liabilities of the Group. To give details of other subsidiaries would, in
the opinion of the directors of the Company, result in particulars of
excessive length.

None of the subsidiaries had any debt securities at 31 December
2016 and 2015 or at any time during the respective years.

The following table lists out the information relating to @A A 25
BFEEAR AT and BFBLRERARRAF], the subsidiaries of the
Company which have material non-controlling interests (“NICI"”). The
summarised financial information presented below represents the
amounts before any inter-company elimination.

ERINHARREERSEIEFEAREF
NEBXUABDAEEEER BB A
REMBAR - RAREEEBIKIER
PR - IS E A B AR ZFE o

R-BE—RNEA_ZT—HF+-_A=+—H
TN S FEREMEERE - WEMBAREEET
fAESE -

TR BREARRRHEAFE G &R
(TFEfEmIEE |) B A BB A LB B
HER AR EHBERERERAANE
£ e U252 MBEERBE R R ERNA
BRI $HAT < 85 -

HiEXESEARARAE HERERERARAF
2016 2015 2016 2015
—EB—RE —ET—hF —E-RE —E—RE
HK$’000 HK$'000 HK$’000 HK$'000
B¥TiT JEBF T B¥TiT BT T
As at 31 December s#FZ+—-A=1+—H
NCI percentage FEIEFIER A DL 33.33% 33.33% 49.00% 49.00%
Current assets TMENEE 419,749 443,673 79,070 105,525
Non-current assets FEREEE 254 350 26 13
Current liabilities mEAE (81,571) (77,999) (26,471) (60,166)
Non-current liabilities FEREAR - = = -
Net assets BEFE 338,432 366,024 52,625 45,372
Carrying amount of NCI FEPE IR AR E 112,799 121,996 25,786 22,232
For the year ended #EFE+—-A=+—H
31 December ILEE
Revenue WS - - 511,849 374,345
(Loss)/Profit for the year FR(EE),RF (6,332) (7,058) 11,585 (5,208)
Total comprehensive income  2EUA 4258 (27,589) (28,703) 7,253 (7,963)
(Loss)/Profit allocated to NCI S FECEIEIEHI#Ezs >~
(E518),/ %57 (2,111) (2,352) 5,677 (2,522)
For the year ended 31 8E+-HA=1+—8H
December ILEE
Cash flows from operating CETREEE 2
activities Remne 7.730 (7,726) (23,015) 37,377
Cash flows from investing WEEHEEZ
activities BenhE - (3) (16) (21)
Cash flows from financing EEEELE Y
activities REnse - _ _ _
Net cash inflows/(outflows) HeEn A Crt)F5E 7.730 (7,729) (23,031) 37,356
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DEPOSITS PAID 19. EfiEeE
2016 2015
—=2—RE T—RF
HK$’000 HK$'000
BYTFIT BT
Deposits paid for purchase of property, BEYE  BELRES MRS
plant and equipment 37,027 39,341
PROPERTIES HELD FOR SALE/PROPERTIES 20. JEMEDE RRBYE
UNDER DEVELOPMENT
Properties held under development comprise leasehold land and ZRAYELERBHNEREREEORE
certain construction costs in the PRC under medium-term lease for ERBRABNVNTEFENEE T RE
commercial use and long lease for residential use. The amount is FREKAR o BRI A ALK &R
expected to be recovered within the Group's operating cycle, thus, it HAuE - B3 BRENEE ©
is classified as current assets.
Upon completion of construction works, completed properties under BRIETIR  TINEERYEBEA
development will be transferred to properties held for sale. FEHEWE -
During the year ended 31 December 2016, carrying amount of REBEEZZT—R"F+—A=+—HLFE
HK$75,791,000 was transferred from properties under development BRE{E A5 75,791,000TTHZE R R 2 A
to properties held for sale (2015: HK$47,660,000). HEHEWHE(ZZT—AF « 547,660,000
JT) °
As mentioned in note 17, during the year ended 31 December 2015, AT 17AT  REBE=T—RF+=
properties under development with carrying amount of HK$3,823,000 A=+—HLFE " EEETE/%M&SZ&OOO
was reclassified to investment properties. TERERTPMEENHEEREME -
PROPERTIES HELD FOR DEVELOPMENT 21. HEERME
The properties held for development mainly comprises leasehold BIERRMELE &?ﬁﬁﬁéqﬂ%ﬁ;ﬁﬁfﬁﬂﬂP
land in the PRC under medium-term and long leases without EFE ﬁﬂiﬁaﬂﬁ HELHIMEE T o 23K
commencement of construction works. The amount is expected AR AR B — R L EBAYE - lltl:
to be recovered within the normal operating cycle and therefore 5”2%//\L§b§§
classified as current assets.
INVENTORIES 22. ¥R
2016 2015
—NE —ET—RF
HK$’000 HK$'000
BETIT BT
Coal TR 2,080 19,128
Merchandises and consumables EERYS=E- G 4,065 3,794
6,145 22,922

China Chengtong Development Group Limited FEHBRREBER LT
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23. TRADE AND OTHER RECEIVABLES

23. BHR AW RIA

2016 2015

—Z—RE —E—AF

HK$'000 HK$'000

BYTT BB T

Trade receivables (note (a)) & S e IE (K it (@) 63,682 48,979
Prepayments and deposits JEfRERIES 12,191 10,017
Other receivables (note (b)) EAth W R IE (BT A2 (b)) 22,006 14,496
Total trade and other receivables B 5 RHEMEYRIBEE 97,879 73,492

Notes:

(a)

As at 31 December 2016 and 2015, trade receivables mainly arose from
bulk commodity trading. There is a 30 days to 45 days credit period granted
to certain customers (2015: 0 day to 45 days) of bulk commodity trade
business.

The Group normally grants credit terms to its customers according to
industry practice together with consideration of their creditability and
repayment history. The Group seeks to maintain strict control over its
outstanding receivables. Overdue balances are regularly reviewed by senior
management.

The following is an ageing analysis of trade receivables presented based on
the invoice date at the end of the reporting period.

REZB—RNERZTE—AF+=_A=1+—
B BPRKREIEREATARES -
AEEGTFETARARESERKRTFI0K
BASRZBRHA(ZE—RF : OKE45K) °

AEE-BRETXENIRESE, 2EE
NBERLSAE TEFRIRS - REBERE
BRYGARSERES - SREEEEH
I IEETTE -

RBERRRERAHL2 R E HRUGKRIA
ZERER DA o

2016 2015

—E—RE —E—RE

HK$’000 HK$'000

BETFIT BT

Within three months =EAR 63,682 48,979

The ageing analysis of trade receivables presented that are neither
individually nor collectively considered to be impaired are as follows:

WA AR A AR R A RIRME 2 B 5 KRR
ZERERDATAAT ¢

2016 2015

—E—RE —ZT—RF

HK$°000 HK$'000

BETIT BT

Neither past due nor impaired ) A 380 B sl R E 63,676 48,145
Less than one month past due BE R —EA = 820
One to three months past due BE—Z=={EA 6 14
63,682 48,979

As at 31 December 2016, among the Group's trade receivables balance
were debtors with aggregate carrying amount of HK$6,000 (2015:
HK$834,000) which were past due at the reporting date for which the Group
has not provided for impairment loss as the directors of the Company are of
the view that such receivables can be fully recovered. The Group does not
hold any collateral over these balances.

During the year ended 31 December 2016, the Group has written off other
receivables of HK$276,000 (2015: Nil) which were uncollectible.
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LOANS RECEIVABLE

During the year ended 31 December 2016, the Group entered
into 9 (2015: 5) sale and leaseback agreements pursuant to which
the customers (the “lessees”) sold their equipment and facilities
to the Group and leased back the equipment and facilities with
the lease period ranged from 2.5 years to 3 years from the date
of inception. In addition, the ownership of leased assets will be
transferred to the lessees at a purchase option of RMB1 upon the
settlement of the receivable and the interest accrued under the
sale and leaseback arrangements. The lessees retain control of
the equipment and facilities before and after entering into the sale
and leaseback arrangements which do not therefore constitute
a lease for accounting purposes. Rather, the arrangements have
been accounted for as a secured loan in accordance with HKAS 39
“Financial Instruments: Recognition and Measurement”.

DE R e

24. BUIgE®R

RBE-_Z-—RF+-A=+—HILFE
N AEERIZ T AMD(ZE—1F : 7))
EREME R - B BE(&REFDEE
BRERREHETAEE - AR HHER
ZAEMEFE=FHERPHEDZERE
KR o teoh - MEREAE PR TR
AN EET R B AEBIR - SEAEDAARKE
TTATEBEENBERLT - EAEEEANM
BREEERTAMY - BRIV RFEREMER
PERTZ - AR TT IR E AR R AR RO il
B g REms L T MEX—BEE - ME
ML ERBEEEGTEREIRI /T
B ERLFE ER—REREFIRK -

2016 2015
—B—RF —T—RF
HK$'000 HK$'000
BYTT BB T

Analysed for reporting purposes as: DITESWMAR
Current assets MENEE 309,545 162,969
Non-current assets ERBEE 353,654 261,493
663,199 424,462

As at 31 December 2016, effective interest rates ranged from
approximately 6.50% to 10.87% (2015: 8.20% to 10.87%) per
annum.

As at 31 December 2016 and 2015, no loans receivable have
been past due or impaired. The loans receivable under the sale
and leaseback arrangements are secured by land and buildings,
the leased equipment and facilities and the Group has obtained
guarantees provided by the controlling shareholders of the lessees.
The Group is not permitted to sell or re-pledge the collateral in
absence of default by the lessees. The lessees are obliged to settle
the amounts according to the terms set out in the relevant contracts.

As at 31 December 2016 and 2015, the fair value of loans receivable
approximates to its carrying amount.

AMOUNT DUE FROM A NON-CONTROLLING
SHAREHOLDER OF A SUBSIDIARY

The amount due from a non-controlling shareholder of a subsidiary is
unsecured, repayable on demand and bears interest at 5.70% (2015:
5.70%) per annum, which is 120% of the benchmark rate offered by
the People’s Bank of China. During the year, the Group has derived
interest income of HK$993,000 (2015: HK$1,208,000) from this non-
controlling shareholder of a subsidiary.

25.

R-ZB—RE+-A=+—H  BEEMNZX
NF496.50%%E10.87% (ZE—FF : NF
8.20%%10.87%) °

R-ZE—RER_E—HAF+=-_A=1+—
A #EEREFHIRaIRE - &0
T E N EWRIEN T REEY - HE
R R RMBIEARE - BAREBESEES
RIFE R AR R R 2 B AR o AT A RIELA
BRT  REBTSHEZEFREEE
18 o EIM B B EBIRIBRBE QFTEIERE
HRERUE -

R-E—ARER_ZFE—AF+-_A=+—
A BREROA T EELRMERS -

FE i — R PR 8 23 B — & IF AR AR
RRIR

FEUR—REI B BB A B — 4 FEIE R AR SR 5008 A
BH - ARZEREZERFNEAE570% (=
T—FE :570%)  EMEERTRARE
TEERERZ120% - KEER - KEFR
—EHB AR — B IR EIESITER
B A BE993,000c(ZE—HF : B
1,208,0007T) °
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26.

27.

LOAN TO A RELATED PARTY

The Group has arranged a short-term loan to FEEE (£E)
‘A7), a wholly-owned subsidiary of CCHG. The principal amount is
RMB30,000,000 (equivalent to approximately HK$33,600,000) (2015:
RMB30,000,000 equivalent to approximately HK$35,700,000) and
repayable on 8 February 2017. The loan bear interest at 10% per
annum and secured by certain listed securities investments held
by FEIE S (£E) A F). The amount presented in the consolidated
statement of financial position represented the outstanding principal
amount and interest receivable from REE S (£8) A7) as at 31
December 2016.

ENTRUSTED LOAN RECEIVABLES

As at 31 December 2016, the Group had entered into one (2015: one)
entrusted loan arrangement with customer through a licensed bank in

26.

27.

M—&REGREZER

AEEE MHBIER 2 2ENBARTERE
S(EB)AFTH—S£RHER - ZEE
AR 58 A5 A R¥30,000,0007T (HHE A4
,%’#%33 600,000L)(=ZF—FHF : ARK
30,000,0007T * #HE K 497 #35,7000,000
TC) c WER-ZE—+F A NHBEE - %
EEXMEFTFI0% jtwtﬂla%(;%
)RR FHFEin LmaE %%{’EJ%%J*{% e
aﬁ%#/ﬂ%ﬁﬁﬂ’\iggﬁﬁj\ /\E"" ﬂ
== EJEH&EP&%(E.) AIAR(EEAR
ERFE -

Ve~ HAE A

R-ZZB—RF+-A=+—H" ZIKE@Z-EEP
BiEBRRTEEPII Y —B(ZF—8

the PRC. Details of the entrusted loan receivables are as follows: F—IH)EREERLH - FEHWF‘%E K2
BRI
2016 2015
—NE —ET—FF
HK$'000 HK$'000
BETFIT BT
Entrusted loan receivables: JEWETER :
Principal PiNG 7,840 58,905
Interest receivables FEWF S = 235
7,840 59,140
Receivables within one year —F R EYRIE 7,840 59,140
As at 31 December 2016 and 2015, all entrusted loan receivables RZE—RNER_ZT—RF+_A=+—
carry fixed-rate interest and the contractual maturity dates are within B Fﬁﬁﬁgﬂk%é%% K39 B IR E E F R 5T
one year from the respective date of borrowing. B AYIEBAYAEBERBBRRE—F
A o
Effective interest rate (which is equal to contractual interest rate) of R-Z—RF+-_A=1+—8 ~"EBEZE
the Group’s entrusted loan receivables as at 31 December 2016 is WETERZERFE(BERGOFE)R
8.5% (2015: 13%). 8.5%(ZF—HF : 13%) °

As at 31 December 2016 and 2015, no entrusted loan receivables
have been past due or impaired. The entrusted loan receivables are
mainly secured by land and buildings. The Group is not permitted
to sell or re-pledge the collateral in the absence of default by the
entrusted loan borrowers.

All the Group’s entrusted loan receivables are denominated in RMB,
which is the functional currency of the respective group companies.
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28. AVAILABLE-FOR-SALE FINANCIAL ASSETS
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28. MfHESMEE

2016 2015
ZE—XE —E—FEF
HK$’000 HK$'000
BYTT BT T
Listed investment, at fair value: AAFEARM EMRE :
— Term note with interest of 8.1256% per —RFTINF L ERBE MM EH
annum, dual-listed in Singapore and HF8.125% MM B =&
[reland 241,530 231,636
Unlisted investments, at cost: AR ABRAYIE ETHIRE -
— Investments with interest ranging from  — M F3243.9% Z9.2 % B
3.9% t0 9.2% (2015: ranging from BRE(CZZ—RF NT
8.3% t0 9.6%) per annum 1%#F8.3%%9.6%) 271,600 178,500
513,130 410,136
Available-for-sale financial assets are denominated in the following A ESREENTYEETE -
currencies:
2016 2015
—2—RF —T—RF
HK$'000 HK$'000
BYTT BT T
United States Dollars (“USD") = 241,530 231,636
RMB ARHE 271,600 178,500
513,130 410,136

Within the available-for-sale financial assets, balance of
HK$241,530,000 (2015: HK$267,336,000) was subject to maturity in
3 years (2015: 2 to 3 years) and balance of HK$271,600,000 (2015:
HK$142,800,000) was redeemable on demand or with maturity from
152 days to 1 year and 7 months (2015: 152 days to 1 year).

The unlisted investments amounted to HK$271,600,000 (2015:
HK$178,500,000) do not have quoted market prices in an active
market and those fair value cannot be reliably measured. These
available-for-sale financial assets are measured at cost less identified
impairment losses (if any) at the end of the reporting period.

None of the available-for-sale financial assets was either past due or
impaired as at 31 December 2016 and 2015.

ReJt R ES/mEENRN - B1241,530,000
TT(ZZT—A4F : #%267,336,00070) K4
BR=FRIP(ZZE—RF : —_E=F)
M #271,600,000C( =T —HF : B
142,800,0007T ) B 45 #p 7E 1% 2 KB [B] ok A
1528 E—FH@EARIH(ZE—FEF :
162BZE—4) o

71271600000 L (Z T —RHF : B
178,500,0007T) Z FE ETHIREE/ERT 5
WERE - EQATFEREEEET - RikE
BiR S E S BB ERK AR D E
RREER(E)BE -

RZZE—RER_F—HF+=-A=
B WEAMEHESmEERIHTRE -
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29.

31.

32.

HELD-FOR-TRADING SECURITIES 29. HEREERSH
2016 2015
—EB—RF T—h4F
HK$’000 HK$'000
BETFIT BT
Equity securities listed in Hong Kong, WAFERESETZ
at fair value RN 1,279 1,234
SHORT-TERM INVESTMENTS 30. XEHIRE
During the years ended 31 December 2016 and 2015, the Group REBEEZZE—A"EFR=ZF—RF+=A
purchased short-term investments from major banks in the PRC. =+—HIFE  AEEBERTBEETAE
IRITHARHRE o
The short-term investments as at 31 December 2016 was subject RZZE—RNF+_A=+—H ©HKE
to maturity of 2 months (2015: subject to maturity of 1 month). The MHERAMEA(ZZE—HRF : HiR A&
estimated return from these short-term investments was 2.6% per A) - ZERHRENETFREEAR2.6%
annum (2015: 3.6% per annum). The accrued and unpaid interest ZT—FRF :3.6%) ° BT RANFEH
will be received upon redemption of the investment from the banks. RERITERIRERWE - RATEER
The directors of the Company consider that the carrying value of 7 RIS EARE R ERNREERL QT
short-term investments approximates their fair value at end of the BEHEE -
reporting period.
STRUCTURED BANK DEPOSITS 31. BIEMETER
As at 31 December 2015, the structured bank deposits were R-ZZE—RE+-A=1+—08 - &ELRT
interest-bearing and not quoted in an active market. The principal FHETBMS BIERTISHRE - Ao HATHR
and interest earned are linked to the investments associated with g F] SR S T iR1T 2 BlE R EHIERH
treasury bills and bonds of certain banks in the PRC. ZIEER -
DEPOSITS IN OTHER FINANCIAL INSTITUTION 32. Hfth &Rt IZER

During the year ended 31 December 2015, the Company entered
into the financial services agreement with China Chengtong Finance
Corporation Ltd. (“Chengtong Finance"), a wholly-owned
subsidiary of CCHG, pursuant to which Chengtong Finance agreed
to provide the Group with a range of financial services, including
the deposit services, up to 31 December 2017. The interest rates
payable by Chengtong Finance to the Group for any deposits made
with Chengtong Finance shall (i) be 20%-50% higher than the
deposit interest rate prescribed by the The People’s Bank of China
for deposits with the same term and of the same type; (ii) not be
lower than the interest rates payable by the major commercial banks
in the PRC for deposits with the same term and of the same type;
and (iii) not be lower than the interest rates offered by Chengtong
Finance to any third party for deposits with the same term and of the
same type.

As at 31 December 2016, the Group made current deposits of
HK$428,186,000 (2015: HK$355,650,000) with Chengtong Finance
with interest ranged from 0.42% to 0.53% (2015: 0.39%) per annum.
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33. RITRERAERCENRTHE

PLEDGED BANK DEPOSITS =
2016 2015
ZB—RF —T—AhF
HK$'000 HK$'000
BYTT JBEFoT
Bank balances and cash BTEFREAS
Cash at banks and in hand RIT M FEERS 929,903 1,048,218
Pledged bank deposits SIEHRITER
Deposits pledged against banking facilities Ht#% FiZiE A2
granted to mortgagees RITRE IR 2 TR 1,640 1,737

Bank balances and cash comprise cash held by the Group and short-
term bank deposits with an original maturity of three months or less,
which carry fixed interest rates.

Bank balances deposited in Hong Kong banks carry interest ranged
from 0.01% t0 0.10% (2015: from 0.04% to 0.11%) per annum.

Bank balances deposited in PRC banks carry interest at benchmark
rate offered by The People's Bank of China.

Bank balances and cash and pledged bank deposits held by the
Group’s PRC subsidiaries amounting to HK$220,176,000 (2015:
HK$186,790,000) were denominated in RMB and deposited with
banks in the PRC, which are not a freely convertible currency in the
international market. The RMB exchange rate is determined by the
Government of the PRC and the remittance of these funds out of the
PRC is subject to exchange restrictions imposed by the Government
of the PRC.

RIT/EFRREERAEEFAZHE LR
FMAR=EAHAT - LABREFN RS
ZREHRIRITER

REBRITZRITEFOEFNENT0.01%
Z010% (ZF—FHF : N F004% =
0.11%) °

RPBZRITZEFRPEARBITAMZ
EEMEFE -

AREBzHABEAWNBRARFABEEAS
#220,176,000 T ( =& — [ & : B
186,790,000 T ) Z SRITHETF KR KBEIK
HIRITFRAARBIE - WFNFTRAIR
7 HEARETATREBEMSEBLR - A
REZIERHPEBMGET - MEFRHER
ERE A PEBITE 2 INEES AR
PR o
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34. TRADE AND OTHER PAYABLES

35.

34. B R AEfEMREA

2016 2015
—B—A% —z=-A%F
HK$’000 HK$'000
B¥Tr JEEF T
Trade payables (note (a)) B 5 RN RIE (M i) 22,252 13,669
Other payables and accruals (note (b)) EoAth R FRIE R FE AT HIR
(Hfitm)) 41,511 49,450
Accrual of construction costs EETTREEA 64,071 44,214
127,834 107,333
Notes: Bt -
(a) The ageing analysis of the trade payables presented based on the invoice (a) REARIRRENHHER s EHEMNTFE
date at the end of the reporting period is as follows: TSI
2016 2015
ZE—X¥F —T—AHF
HK$’000 HK$'000
BETT BT
Within one year —FR 18,669 9,232
Over one year but less than two years ﬁ_@;@—iﬁy\ﬁf\\\ﬁi 2,974 4,088
Over two years but less than three years HBERERIN=F 609 349
22,252 13,669
(b) As at 31 December 2016, among the other payables and accruals, an (b) R-ZE—A"E+-_A=+—8  EEMEN

amount of HK$3,897,000 (2015: HK$3,371,000) was due to HEIE S (&
[#) ‘A7), a wholly-owned subsidiary of CCHG. The balance was unsecured,
interest-free and repayable on demand.

BANK BORROWINGS

FIERERTERAS - ##3,897,000T (=%
—F4F : HK$3,371,000) AFEMNFBZERS
EMBARREES (58) ARIMKIEA -
R AR - R B RIREREE -

35. SRITHE

2016 2015
—g—x% —=-7%F
HK$’000 HK$'000
BT IT BT
Unsecured bank borrowings EIEPERITEE
Short-term bank loans REERITER 77,280 =

The short-term bank loans were unsecured and repayable within one
year from the end of the reporting period.

The effective interest rates of the bank loans ranged from 3.91% to
4.79% per annum at 31 December 2016.
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37.
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UNSECURED OTHER LOAN 36. EIBHHMER

F=HRMHZEEMEMETE RHEER
ARBREERRE °

Unsecured other loan from third parties is unsecured, repayable on
demand and interest-free.

DEFERRED TAX 37. ;BEERIA
Deferred tax liabilities BIERERE

The followings are the major deferred tax liabilities and movement
thereon during the current and prior year:

RAFRERAEFEELEZ ENRERIAR
BEREZHHIINAT

Revaluation

of prepaid
land lease Undistributed
payments and profits of PRC
properties subsidiaries* Total
Fft LB FEREAT
BRYEER ROEFIE* et
HK$'000 HK$'000 HK$'000
BT T JEMET T BT
At 31 December 2014 R-Z=—mE
+=A=+—H 39,5634 13,050 52,584
Charge to profit or loss (note 9) K8z 40k (47:29) - 3,860 3,860
Acquisition of subsidiaries s BE B BB N )

(note 43) (B1743) 22,133 - 22,133
Exchange differences PEH =58 (3,089) (880) (3,969)
At 31 December 2015 R-E—ARF

+=B=+—H 58,578 16,030 74,608
(Credit)/Charge to profit or loss (3t A)#8zsH 8%

(note 9) IR (A7229) (20) 3,017 2,997
Exchange differences M H, =58 (3,445) (1,072) (4,517)
At 31 December 2016 N _Z—REF

+=RA=+—AH 55,113 17,975 73,088
2 Under the EIT Law of the PRC, withholding tax is imposed on dividends * BEFBECEMSEE BT N\F—A

— B e B Ak P 2 O ) 1) JF B PR AR
RAIEIRERBBUTRHT

declared in respect of profits earned by PRC entities to a non-PRC holding
company from 1 January 2008 onwards.
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37.

38.

DEFERRED TAX (Continued) 37. BEREA(E)
Deferred tax assets BIERIAEE
The Group has estimated unused tax losses not recognised in the REBRRGE I IEHREPHERZTEHRRSD)
consolidated financial statements as follows: RMIBEESHIIAT
2016 2015
—EB—NRF —T—RF
HK$’000 HK$'000
BETIT BT
Estimated unused tax losses TERRAR B AT EE B 247,133 247,307
No deferred tax asset in respect of the abovementioned estimated ERKRERANBREF - W ER Ll
unused tax losses have been recognised due to unpredictability EHAHAHRBEEEERELERIBEE
of future profit streams. Included in the unrecognised estimated Eo o ABREMARPDANIBEBEFTBRE
unused tax losses are losses of approximately HK$38,717,000 (2015: 4B H38,717,000t( —Z T —HF : B
HK$31,957,000) that will expire on various dates within five years 31,957,0007T) # AR E B Bt 5t A F A E
from the reporting dates. Other estimated unused tax losses may be H - BARZEIETRE - EEHARSHH
carried forward indefinitely. T8 B 18 P] PR AR AL e o
CORPORATE BONDS 38. AFIRF
2016 2015
—E—RF ZE—RF
HK$’000 HK$'000
BT B TFT
Corporate bonds RNEESH 667,219 694,757

The corporate bonds are fixed rate bonds issued by the Company
(the “Bonds”) on 9 May 2014 with a principal amount of
RMB600,000,000 and a fixed interest at 4.0% per annum.

The Bonds will mature on 9 May 2017 and are guaranteed by an
irrevocable standby letter of credit denominated in RMB issued by
Agricultural Bank of China Limited, Beijing Branch. The Bonds are
subject to redemption, in whole but not in part, at their principal
amount, together with accrued interest, at the option of the
Company at any time in the event of certain changes affecting taxes
of Hong Kong or the PRC. At any time following the occurrence
of a change of control, the holder of any Bonds will have the right,
at such holder’s option, to require the Company to redeem all, but
not some, of that holder’'s Bonds at their principal amount plus
accrued interest to the change of control put date. Unless previously
redeemed, or purchased and cancelled, the Bonds will be redeemed
at their principal amount on the maturity date.

Net proceeds from the issue of the Bonds was reduced by
transaction costs amounted to approximately RMB34,248,000. The
effective interest rate of the Bonds is approximately 6.11% per
annum.
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SHARE CAPITAL 39. B&
2016 2015
e —T-nf
Number of shares Number of shares
;20 4= Eghr 2¢E]
‘000 HK$’000 ‘000 HK$'000
T BT FHR BT T
Issued and fully paid: BEETREHMT :
At 1 January ®n—A—H 5,808,735 2,185,876 4,840,735 1,224,214
Subscription of shares during  EA AR
the period (note) (K15E) - - 968,000 977,680
Share issuance expenses BIIRNHER - - - (16,018)
At 31 December R+=ZA=+—8H 5,808,735 2,185,876 5,808,735 2,185,876

Note: On 13 June 2015, (1) the Company, the Company’s immediate holding
company and the placing agent entered into a placing agreement pursuant
to which the immediate holding company of the Company appointed
the placing agent to procure placees for a maximum of 968,000,000
existing shares at the placing price of HK$1.01 per placing share; and (2)
the Company and the Company’s immediate holding company entered
into a subscription agreement pursuant to which the immediate holding
company of the Company conditionally agreed to subscribe for a maximum
of 968,000,000 new shares at the subscription price of HK$1.01 per
subscription share. The placing of shares was completed on 17 June
2015 and the subscription of shares was completed on 19 June 2015.
A total of 968,000,000 existing shares have been placed at the placing
price of HK$1.01 per share and a total of 968,000,000 new shares were
subscribed by the immediate holding company of the Company at HK$1.01
per subscription share. Net cash proceeds of HK$961,662,000 have been
received by the Company.

During the year ended 31 December 2016, for the purpose of the
Share Award Scheme, the trustee of the share award scheme
purchased a total of 7,670,000 existing shares of the Company
on the Stock Exchange at a total consideration of approximately
HK$4,495,000 (with transaction cost) (2015: Nil).

SHARE OPTION SCHEME

The Company has adopted the share option scheme (the “Scheme”)
on 27 June 2013. The purpose of the Scheme is to provide
incentives or rewards to participants thereunder for their contribution
to the Group and/or to enable the Group to recruit and retain high-
caliber employees and attract human resources that are valuable to
the Group and any invested entity.

40.

Kt - RZZ—AFASNAT=B  (WARA - AR
AIEBER AR REENREBE LR EHE -
Bt - ARAREBERARZERERIER
AR AAGREESRNEE1.01 THEREE
8% 5 5 % 968,000,000 % B A 1D + K (2) A
RAIRANRREBER ARG RE R Z
Bt - RAREBIERA R A GERZ
SERABBRNDEB 1N THRBERERS
968,000,000f%# &7 - RINEER =T —H
FEXRA+TEBRER  MBRHBER=-T—A
FRATNBEEK - A& $£968,000,000083H 5
&5 I & $£968,000,0008% 1A 15 B 5 Al A A
ANREBIERARIAESRABE1.01THRE
BRERASREE1.01 THREERME -
78 #6961,662,0007T H FT15 FIEIR ) F R E B
AR RULER ©

NEZE—ZE—XRE+-_A=+—RHILEE
A& 15 82BN ET B LR ATERR (D S2 BT EIA A
HLEM4, 495,000 (EFEE)(=ZF—1
F - ENREEHIMEES 7,670,000
AN BIRBG -

ARzt a2

ARBER_Z—ZFNA-++AENE
BT EI([RTE]) - SHEI S ESEEE S
AEBEHER 2285 R SEREB L
BERRESEEREARBAUARESRR
TR EEEMsBEEZANER -
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40. SHARE OPTION SCHEME (Continued) 40. BRI (E)

150

Eligible participants of the Scheme include (a) any employee (whether
full-time or part-time, including any executive director but excluding
any non-executive director of the Company) of, or any individual for
the time being seconded to work for, the Company, any subsidiary
or any entity in which any member of the Group holds any equity
interest (“Invested Entity”) or any employee or officer of the
controlling shareholder of the Company; (b) any non-executive
director (including independent non-executive directors) of the
Company, any subsidiary or any Invested Entity; (c) any suppliers
of goods or services to any member of the Group or any Invested
Entity; (d) any customer of the Group or any Invested Entity; (e)
any person or entity that provides research, development or other
technological support to the Group or any Invested Entity; (f) any
shareholder of any member of the Group or any Invested Entity
or any holder of any securities issued or proposed to be issued by
any member of the Group or any Invested Entity; (g) any adviser
(professional or otherwise) or consultant to the Group relating to any
area of business or business development of any member of the
Group or any Invested Entity; and (h) any joint venture or business
partner of the Group who have contributed or may contribute to
the development and growth of the Group. For the purpose of the
Scheme, the offer may be made to any company wholly owned by
one or more eligible participants. The Scheme shall be valid and
effective for a period of 10 years commencing on the date it was
adopted and will end on 26 June 2023.

An offer of the grant of an option under the Scheme (the “Option”)
may be accepted within 21 days from the date of grant together
with a remittance of HK$1.00 by way of consideration for the grant
thereof. An Option may be exercised during such period as the board
of directors may in its absolute discretion determine, save that such
period shall not be more than 10 years from the date of grant. The
maximum number of shares which may be allotted and issued upon
exercise of all outstanding options granted and yet to be exercised
under the Scheme and any other share option schemes adopted by
the Group shall not exceed 30% of the share capital of the Company
in issue from time to time.

The subscription price of the Option shall be determined at the
discretion of the board of directors which shall not be less than the
higher of (i) the closing price of the Company’s shares as stated in
the Stock Exchange’s daily quotations sheet on the date of grant;
(i) the average closing price of the Company's shares as stated in
the Stock Exchange's daily quotations sheets for the five trading
days immediately preceding the date of grant, and (iii) the nominal
value of the Company's shares. Holding period will be determined by
directors upon granting.

During the years ended 31 December 2016 and 2015, no share
option was granted, exercised, cancelled or lapsed under the
Scheme. There was no option outstanding as at 31 December 2016
and 2015.
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41. RESERVES 41. s
The Group x%KH
Details of changes in reserves accounts of the Group are set out in AREBRERBEHFBHNRNFEI4RTISE
the consolidated statement of changes in equity on pages 74 and 75. A REREYR -
The Company b. X/ |

Employee Available-for-

Shares held share- sale financial
for share based assets
award compensation revaluation Exchange Accumulated
scheme reserve reserve reserve profits/(losses) Total
=1 it ERR
REiE LRAXAN REEMR 2HEN/
ARl  ERHSHE 11 ER G0 (B#) &t
(note) {note) (note) (note)

(Hit) (Hiz) (i) (Hiz)
HK$000 HK$000 HK$'000 HK$'000 HK$ 000 HK$000
ERTT ARTT ERTT ERTT ERTT ERTT

At 31 December 2014 R-E-NE
+ZA=1+-H (1,999) 702 - 892 22,134 21,729
Loss for the year EREER - - - - (76,560) (76,560)
Change in fair value of available-for-sale  AIftHESHEE 2
financial assets ATERS - - (3,492) - - (3492)
Total comprehensive income for the year ERZEUA 5 = - (3,492) - (76,560) (80,052)
At 31 December 2015 RIS-1%
+ZB=+-H (1,999 702 (3,492) 892 (54,426) (58,323)
Transactions with owners BREEAZRS
Share purchased for share B REEEIEE
award scheme HR1n (4,495) - - - = (4,495)
Total transactions with owners HBEEAZRHEE (4,495) - - - = (4,495)
Profit for the year ERREF - - - - 119,824 119,824
Other comprehensive income: Hip2EMA :
Exchange differences arising on FE2FERELN
translation to presentation currency EHEE - - - (69,411) - (69,411)
Change in fair value of available-forsale ~ AftHESBEE
financial assets ATEES - - 9,894 - = 9,894
Total comprehensive income for the year FRZEYALS - - 9,894 (69,411) 119,824 60,307
At 31 December 2016 RZB-XE
+ZA=+-H (6,494) 702 6,402 (68,519) 65,398 (2,511)
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41. RESERVES (Continued) 41. BRI RER R (&)
Note: HiaE -
Shares held for share award scheme represent the consideration paid for the shares AR BRI A 2 D e s B AT Rl iE A
held for the share award scheme. ZRAD T AR RE o
Employee share-based compensation reserve represents the cumulative expenses UM AEENES REREREBYEEAESRT
recognised on the granting of share-based compensation to the employees over the PARZAD ST A5 BN & S P s ) R5TRI ST ©

vesting period.

Available-for-sale financial assets revaluation reserve represents gains or losses At ES R EEEMEEEEGHAHEESREE
arising on the revaluation of available-for-sale financial assets. FRTEE 4 A e S 18 ©
Exchange reserve comprises all foreign exchange differences arising on translation FEH R ERIERY ST EEAMTEINEZSE o

to presentation currency.

42. OPERATING LEASE COMMITMENTS 42. BEHIRIE
(a) Operating lease commitments as lessee (a) MEHBRBEAZESHEYEE
At 31 December 2016, the Group has commitments for future R-E—RF+-_A=1+—H K&
minimum lease payments under non-cancellable operating B3N EE A BREAE S ET
leases in respect of rented premises which fall due as follows: ] R G 4 B FE A R R SR AR FE & 5 o
BT

2016 2015

—EB—RF —E—RF

HK$'000 HK$'000

BETT BT T

Within one year —F R 2,913 3,719

In the second to fifth years inclusive % -F&ERE(DIEEEME) 4,324 7,267

Over five years RFMUE 1,310 1,392

8,547 12,378
Leases are negotiated for terms ranging from one to ten Ao csAENTET—4F2+E(=
years (2015: one to ten years). None of these leases include TE—RHE —EFZ+E) o ZEMY

contingent rentals. B REFES AL o

152 2016 Annual Report FEERE



For the Year ended 31 December 2016 | HE = —X<FE+=-A=+—H

Notes to the Financial Statements

DE R e

42. OPERATING LEASE COMMITMENTS 42. EEHEBHRE(E)
(Continued)
(b) Operating lease commitments as lessor (b) HBHEAZEBRORE
At 31 December 2016, the Group has contracted with tenants %:i_’\_\?z—:ﬁ ET_ g2 ZJ:%
for the following future minimum lease receivables: B2 EBSET - KRR &K
HewT :
2016 2015
—E—-REF —E-1F
HK$'000 HK$'000
BY¥TFir JBFoT
Within one year —FR 2,274 2,595
In the second to fifth years inclusive £ -EFhE(BIEEEME) 5,973 4,889
Over five years AFLE 2,528 3,776
10,775 11,260
Leases are negotiated for terms ranging from one to ten years. HOBEZHAN T —F2+F(=
(2015: one to ten years). T—HF: —FETF) -
43. ACQUISITION OF SUBSIDIARIES 43. IKEBHE LT
The Group had no acquisition of subsidiary during the year ended 31 REBEE-Z—X"F+-_A=+—HLFE"
December 2016. REBRKEMB AR
Year ended 31 December 2015 B8EFE_T-AF+_A=1+—HLFEE
(i) Acquisition of Hainan Huandao International Travel (i) WEERHERERETTILERL A
Agency Co. Ltd. (“Huandao Int’l Travel”) ([E5E%])
On 22 January 2015, the Group entered into an acquisition —E-RF—HAZ+=H FEHEH
agreement with Hainan Huandao Taide Hotel Property BEZERNEEEENBARIERE
Management Co. Ltd., an indirect wholly-owned subsidiary of ESRESBIEMEETEBRATGILK
CCHG, to acquire the entire equity interest of Huandao Int'l B - B IR T A 2 B AR AE -
Travel. The acquisition was completed on 8 July 2015 and WER—_E—RAFEANHZEK
the purchase consideration as per the acquisition agreement miRE KB  BERELNSEEK
amounted to approximately HK$9,207,000. Following the 9,207,000t - RN FEIE - AEEHE
acquisition, the Group owned the entire equity interest in BIRATAH A 2 EBRRRE - IRTTAERIAN R
Huandao Int'l Travel and Huandao Int’l Travel became a wholly- ARRNEEMNBARF - WERTAH
owned subsidiary of the Company. The acquisition of Huandao MEREhRASENESEIRESE
Int'l Travel was made with the aim to diversify the Group's % RARIERTS ©

business into travel business and agent services.

Pursuant to a supplemental agreement dated 8 July 2015, the RIEBSE-—ZT—RAF+A/\BHNHE
loss of Huandao Int'l Travel during the period from the valuation FEtraE 0 FHE R HR (B == —m
date (being 31 July 2014) up to the post agreement date of FLtA=+—RH)=%WpEHHEH
approximately HK$233,000 would be borne by the vendor. The [+ BRTTALA9 ¥ 233,000 B &=
amount was settled by the vendor as at 31 December 2015. HEBEARE - ZHEREAR-ZE
Such amount is considered as an adjustment to the purchase —hE+ZA=+—H&F - ZHKE
consideration. HRABLBERERRE
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43. ACQUISITION OF SUBSIDIARIES (Continued)
Year ended 31 December 2015 (Continued)

(i) Acquisition of Hainan Huandao International Travel
Agency Co. Ltd. (“Huandao Int’l Travel”) (Continued)

The fair values of the identifiable assets and liabilities of
Huandao Int’l Travel as at the date of acquisition are as follows:

43. IEREMEBAR(E)
gF—_-AF+-A=1+—HLEEE)

(i) KEEBHEEERKTILERL A
(FEEE%]) (%)

BEUBERY  wREREENRFE
RESBRNBEBRAOT

Fair value
NFE
HK$000
JBEMTFIT
Net assets acquired: EEEFEE -
Other receivables HAb FEUGRIA 7
Short-term investments FREIRE 9,920
Bank balances and cash RITEF LIRS 12,918
Trade and other payables B 5 R EMERRIE (13,871)
Net assets acquired BEUEEFEE - 8,974
HK$'000
BT
Net cash inflow arising on acquisition: AU BB S| IR SR AT ¢
Cash consideration paid BEXeReNE (9,207
Bank balances and cash acquired BUERNRITEG LIRS 12,918
Net cash inflow from acquisition of subsidiary E UG EERT B A RIHIR & A JE 58 3,711
HK$000
JBEMTFIT
Purchase consideration as per the acquisition RiEWEGZNBEERE
agreement 9,207
Amount received from the vendor in respect of the = ARt A EA R E HREER
post agreement date results borne by the vendor M UEX A& %8 (233)
Fair value of net assets acquired BUREVFEEMNATFE (8,974)

The fair value of other receivables amounted to HK$7,000. The
gross amount of these receivables is HK$7,000. None of these
receivables have been impaired and it is expected that the full
contractual amounts can be collected.

Acquisition transaction costs of HK$45,000 have been
recognised in the profit or loss and included under
administrative expenses in the consolidated income statement
for the year ended 31 December 2015.

2016 Annual Report £E#Hi%
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43. ACQUISITION OF SUBSIDIARIES (Continued)

Year ended 31 December 2015 (Continued)

(i)

(ii)

Acquisition of Hainan Huandao International Travel
Agency Co. Ltd. (“Huandao Int’l Travel”) (Continued)

If the acquisition had occurred on 1 January 2015, the Group's
turnover and profit after tax for the year ended 31 December
2015 would have been HK$576,533,000 and HK$76,699,000
respectively. This pro forma information is for illustrative
purposes only and is not necessarily an indication of turnover
and financial performance of the Group that actually would
had been achieved had the acquisition been completed on 1
January 2015, nor is it intended to be a projection of future
results.

For the year ended 31 December 2015, since the acquisition
date, Huandao Int'l Travel has contributed turnover and
profit after tax of HK$12,000 and HK$560,000 to the Group
respectively.

Acquisition of Cuidao Hotspring Hotel

On 16 June 2015, the Group entered into an acquisition
agreement with FEES (£E) 2 a], a wholly-owned
subsidiary of CCHG, to acquire (a) entire equity interest of
Cuidao Hotspring Hotel and (b) the debts owed by Cuidao
Hotspring Hotel to the vendor. The acquisition was completed
on 16 September 2015 and the purchase consideration at
the date of acquisition as per the acquisition agreement was
amounted to approximately HK$171,740,000. Following the
acquisition, the Group owned the entire equity interest in
Cuidao Hotspring Hotel and Cuidao Hotspring Hotel became a
wholly-owned subsidiary of the Company. The acquisition of
Cuidao Hotspring Hotel was made with the aim to diversify the
Group’s business into elderly healthcare business, which may
bring synergistic effect to the travelling business of the Group
in the PRC.

Pursuant to a supplemental agreement dated 17 September
2015, the loss of Cuidao Hotspring Hotel during the period
from the valuation date (being 30 November 2013) up to the
post agreement date of approximately HK$5,459,000 would be
borne by the vendor. The amount was settled by the vendor
as at 31 December 2015. Such amount is considered as an
adjustment to the purchase consideration.

B 55 R 2R M 5

43. IEREMEBAR(E)
gFE—_=-AF+-A=1+—HLEEE)

(i)

(ii)

KBRS ERRITIHERL A
(FEEE%]) (%)

HNEE —Z—RFE—F—B%4
BlAEERE _—_ZT—HFE+_-A
=t+—HIEFEREENEEBLR
F i 5 Bl A7 ¥ 576,5633,000 7T M 7B
# 76,699,000 7T ° Z & & FHE#
BEAZ R RMBEIERMEEBRZZ
—hF—A—HEK  KEBFER
H & 25 M B TEAROR BDEAE - IR
FRYEHERIR R LS -

BE_ZT—hF+-_A=+—HI*#F
B BEBHE  EEFRKE AN
EEERMEEBLBRBIREF D5
A75112,0007T & & #560,0007T °

WIEREBRBIE

RZZT—RFENA+T/NA  KNEBHE
BMBRERZE2ENBRARTHES
(£B) AR B E - LIk @)
REBRFBENZIRERORER
SBEHEARNER - WER=
T-RAFNAT/NBEZTK  MRER
B AEBHNEERENS
#171,740,0007C - RIEETE - A&
EREREERBENEIAE - R
ERRBIERKAEAAGZENRBA
Ao WERERE R RBENENEHE
AEBEEBEEABBER - B8k
757 52 (B 1A R B0 R 20 2 75 4 2R 1 [R) K
ng °

BERSHA-ZS—FAFENA+LH
e TG R R =
—=F+—A=+H)E%WHEEH
B - 288 R B /5 S %5,459,000
TTHERE RS AE - ZAERE
FR-_E—RFE+_-_A=+—8#%&
B ARBREAHBEERENH

= o
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43. ACQUISITION OF SUBSIDIARIES (Continued) 43. KFERB AT (E)

Year ended 31 December 2015 (Continued) BE_T-AF+-_A=1+—HLEE(E)
(i) Acquisition of Cuidao Hotspring Hotel (Continued) (i) WKEBREBRREE(E)
The fair values of the identifiable assets and liabilities of Cuidao RUERE - BERRAE Z 0 :#%7
Hotspring Hotel as at the date of acquisition are as follows: BENBEAFENT :
Fair value
NFE
HK$'000
BT
Net assets acquired: BAFEE
Property, plant and equipment ME - = N&E 28,297
Prepaid land lease payments A LA E R 171,244
Other receivables HAtb e GRIE 127
Bank balances and cash BITEERRE 60
Trade and other payables B 5 REMERRIE (6,258)
Debts owed by Cuidao Hotspring to vendor RERRBEHEFFIRER (21,444)
Deferred tax liabilities BELEFHEAE (22,133)
Net assets acquired BAFEE 149,893
HK$000
BT
Net cash outflow arising on acquisition: AUEESIRRHIREFR
Cash consideration paid BfReNRE (171,740)
Bank balances and cash acquired BARTHEFRES 60
Net cash outflow from acquisition of subsidiary BAMBARMNREESFRD (171,680)
HK$'000
JBEFoT
Purchase consideration as per the acquisition RIBEWERZAEERE
agreement 171,740
Debts owed by Cuidao Hotspring Hotel to vendor 2 &8 RBEHE 77 IR HERS (21,444)
Amount received from the vendor in respect of the #£2 7URENE FHEIEE 75 HHIZ4E 1%
post agreement date results borne by the vendor 188 2 78 (5,459)
Fair value of net assets acquired WEFEE2 N TE (149,893)

Excess of interest in the net fair value of the net  AJHBIFEE Y AT FEiBE
identifiable assets over the fair value of the total W g — B B A B4R Bk A
cost of acquisition of a subsidiary NEEZABEERE (5,056)
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43. ACQUISITION OF SUBSIDIARIES (Continued)

Year ended 31 December 2015 (Continued)

(ii)

Acquisition of Cuidao Hotspring Hotel (Continued)

The fair value of other receivables amounted to HK$127,000.
The gross amount of these receivables is HK$127,000. None
of these receivables have been impaired and it is expected that
the full contractual amounts can be collected.

Acquisition transaction costs of HK$128,000 have been
recognised in the profit or loss and included under
administrative expenses in the consolidated income statement
for the year ended 31 December 2015.

If the acquisition had occurred on 1 January 2015, the Group's
turnover and profit after tax for the year ended 31 December
2015 would have been HK$576,533,000 and HK$72,229,000
respectively. This pro forma information is for illustrative
purposes only and is not necessarily an indication of turnover
and financial performance of the Group that actually would
had been achieved had the acquisition been completed on 1
January 2015, nor is it intended to be a projection of future
results.

For the year ended 31 December 2015, since the acquisition
date, Cuidao Hotspring Hotel has contributed no turnover and
loss after tax of HK$2,006,000 to the Group.

DE R e

43. WIRMB AT (&)

gFE—_=-AF+-A=1+—HLEEE)

(ii)

WIEE B ERBEE(18)

HEWREZAFERASLE
127,0007T © # FEUGRIB 4258 A& I
127,0007T © %% FEURIE N A 3R
BAE - W BIEE ARE 2 EE RS
15 o

751 128,000 TN BB R B AK AR 1B
=PHER WA ABE-_ZT—AF
T A=+ —HIEFEHFREBRRZ
ITHERR -

EWEERN - —RE—HF— B %
b AEERHBE_Z—HE+=A
—+—HLFEHEBEFEBLFE
8119 Bl &% ¥ 576,533,000 7T & 78 1
72,229,0007T ° #ZEEERHEH
R T T —ERMEBREEER=
T—RFE—A—HBHERZERTAE
BERED 2 EEBEPBAR - In
THRHERARKREE 28 -

HE_T—RAF+_-_A=1+—HLHF
B BREBRHR  REBRB/EL
mEAEBEERIEETE - WERSHIE
E51878%2,006,0007T °
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BFR5 IR AR MY aE

44. RELATED PARTY TRANSACTIONS a4. REFRX S
(a) Transactions and balances with related parties (a) HEREFZXHEEER
Save as disclosed elsewhere in the financial statements, R AR B TS SRR A 2R PR EE & o -
during the year, the Group had also entered into the following FA - AEEDETHEER T
significant transactions with the following related parties: UTEARRS :

Nature of transactions/

Name of related parties balances 2016 2015
FRErRE THNHE Hi —E—R¥F —E—hF
HK$'000 HK$'000

BT BT

The wholly-owned subsidiaries of
the ultimate holding company:

BRRERATZERMEBLR :

Mosway Group Limited Interest income in relation to - 7,159
consideration receivable for
disposal of a subsidiary

HE—RNBAREERERR

FLEWA
FRES(EE)AR Interest income 3,367 6,448
FEUWA
China Chengtong (Hong Kong) Asset Consultancy service expenses 200 200
Management Company Limited ARG EA
PR R(ER)EEETEARAT
Chengtong Finance (note 32) Deposits 428,186 355,650
MBS (H17232) &R
Interest income 1,680 40
FEWA
Hainan Huandao Taide Hotel Property Property management expenses 559 -
Management Co. Ltd. MEERER
HEESRBHENEEERR AR
Company held by close family
members of a director of
a subsidiary:
H—RHBAF—REFZEHRRERER
BRZAE -
EMTREERE S ER AR Sale of coal = 23,550
("RIERE") (note) SHEE R A
Note: The close family members of a director of a subsidiary have disposed Mt —RERBARMNES ZIAHRRIEKE
of their equity interests in [FIIEE% on 24 April 2015 and [& &% ER=ZZT—AFMNA=-+HAHER
was no longer a related party of the Group from 24 April 2015 and EREIERKOER - Bt R ERR
thereafter. B RAFMNA-_+tHABRTHR
REBERRRET -
Save as disclosed above, other balances with related parties M EXXFTHFREE SN - NSRS HR
at respective end of reporting dates are set out in the BE 2 Kb EHE RN RE iR
consolidated statement of financial position and notes 25, 26 =M MIFE25 - 26}%34 o
and 34.
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44. RELATED PARTY TRANSACTIONS (Continued)

(b)

Transactions and balances with other government-
related entities

The Group itself is part of a larger group of companies
controlled by CCHG (CCHG and its subsidiaries are referred
to as the "CCHG Group"”) which is a stated-owned
enterprise under the direct supervision of the State Council
of the PRC. The directors of the Company consider that the
Company is ultimately controlled by the government of the
PRC and the Group operates in an economic environment
currently dominated by entities controlled, jointly controlled
or significantly influenced by the PRC government
("government-related entities”).

DE R e

44. RERZEH (&

(b)

HEHMBFERERZX R RER

rEEB S ATREBRERKEEZ
B 1 5 B AR (G E R R KLt
BARAME REBERSRE)ET —
EARBRAREE 2 —ED - NARAE
ERR ARAXPERFZREE
# - MAKE B B &R AL EIR
R BT RS  BAETIREE
AFE7ER((HFHEMER) X

Apart from transactions with CCHG Group, the Group has BrERIEIREBE 2 R ZIN 0 AEE
transactions with other government-related entities included SHAMBNFERAERETRS B8
but not limited to the finance leasing arrangements. FEETREAREREZHE -
Details of the transactions and balances with relevant BRI HEEE 25U NEE
government-related entities are set out below: HEAZFIRESN T
2016 2015
—E—-RF —T—hF
HK$’000 HK$'000
BT JBFoT
Transactions with HEFHEREREZXS
government-related entities:
Interest income B U A 43,777 28,331
Consultancy service income from  BEMHELHESH
finance leasing arrangements A FARTEUA 7,726 5,849

In addition, the Group has entered into various transactions,
including other purchases and operating expenses with other
government-related entities. In the opinion of the directors,
except for the transactions and balances disclosed above,
other transactions and balances are considered as individually
and collectively insignificant to the operation of the Group for
both years.

In addition, the Group has bank deposits, financial assets
investments, entrusted loan arrangements, corporate bonds
and other general banking facilities with certain banks and
financial institutions which are government-related entities in
its ordinary course of business. In view of the nature of those
banking transactions, the directors of the Company are of the
opinion that separate disclosure would not be material to the
financial statements.

BESN - ARSI R TR AR R R B
SUSERS R E AR R A
B BERA B EXBENZS
RA#IN - HibX 5 R (ERIR
HAGE) HMERNAEELERS
BTFBEA -

AN - AEER B R EBBIES IRE
BRAHEER 2E TRITRER
BWEBETHSRRITER  EREER
B ZRERLH - REREFLEAM
—RIBITEB LS ° ERZFRTT
RZOMEE ARRESRREBH
BUHPBHALEERTE -
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BFR5 IR AR MY aE

44. RELATED PARTY TRANSACTIONS (Continued)

(c)

(d)

(e)

44. RERZEH (&

Remuneration of key management personnel (c) FERFTEETHEAEZEHS
The remunerations of key management personnel, which are FRETEEEAS(AIESE) Z2EE 0
the directors during the year, were as follows: T:
2016 2015
ZEB—RF —T—RF
HK$’000 HK$'000
BEYTFIT BT
Short-term employee benefits EHAE BAET 5,611 4,337
Bonus #Be 718 1,001
Post-employment benefits BB 536 258
6,865 5,596
During the year ended 31 December 2016, the Group entered (d #HEZZ-—REF+-A=+—HLHF
into a guarantee agreement with China Chengtong Coal B AEBEEKNRQ RS AR
Investment Limited (“Chengtong Coal”), a subsidiary of the MEBARF R BEERERRAT
ultimate holding company of the Company. Pursuant to the (BB )R] LB R - BIBZ
agreement, the Group has provided a guarantee by pledging its Wi AREBZBRERER=-Z—X
buildings with net book value of approximately HK$50,928,000 FH+ZA=T—HEREFELEE
as at 31 December 2016 and issuing a guarantee letter to the 50,928,000 7T K 12 F & [ f& 74 At &
Supreme People’s Court of Guangxi Zhuang Autonomous BrEemam ARERFAAUARE
Region to the extent of RMB53,540,000 (approximately 53,540,000t (4975 ¥ 59,965,0007T )
HK$59,965,000) for a period of three years (or such shorter BB BFER AR IELR - IR A=
period as maybe approved by the court). During the year, F (AR AT RERL AR HABR ) » A
the Group also entered into a deed of counter-indemnity ZEEN - AEBIREARD T RN E
(“Indemnity Deed”) with China Chengtong Hong Kong RAEIREHBESBRAR (B
Company Limited ("CCHK"), an intermediate holding company BT URERZE(IRIEHRER
of the Company, pursuant to which CCHK agreed to indemnify B Bt HEEEREEERE
the Group in full for its liabilities and loss, if any, which may AEBA A Ll B AR EFTIR LAY
arise from the above guarantee provided by the Group. Further ERMEENBEMREE(INE) - #
details of the guarantee agreement and Indemnity Deed are RipE MR IERZENE —PFBER
disclosed in note 47(b). BisE47(b) R HE R -
Pursuant to the guarantee agreement, Chengtong Coal shall BEERGZ  HBEEERASE
pay an annual arrangement fee of 1% over the guarantee B EREELAI%NTELTHE
amount to the Group. During the year ended 31 December B -Bz—Z—X~F+=-_A=+—H
2016, the Group recognised guarantee income of HK$361,000 IEFE - ASERFABRTERS
to the profit or loss for the year, and received HK$250,000 of #:361,0007C B FE R U + I Y ER 35K
guarantee income in advance from Chengtong Coal, which has B E AR KRA S E 250,000
been included in other payables as at 31 December 2016. T MAEBREER T —ARF+=
A=+—RHst AHMERFRIEA -
During the year ended 31 December 2015, the Group acquired (e) MEBE-_ZT—RHF+_A=+—HILt

100% equity interest in Huandao Int’l Travel at a consideration
of approximately HK$9,207,000 and Cuidao Hotspring Hotel
at a consideration of approximately HK$171,740,000 from
the indirectly wholly-owned subsidiary and a wholly-owned
subsidiary of CCHG respectively. Regarding the acquisition
of Cuidao Hotspring Hotel, the difference between the
consideration and the fair value of the net identifiable assets
being acquired of in the amount of HK$5,056,000 had been
dealt with in the profit or loss as the excess of fair value of
the net identifiable assets over the cost of acquisition of a
subsidiary (note 43(ii)).
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45. CAPITAL RISK MANAGEMENT

The Group manages its capital to ensure that entities in the Group
will be able to continue as a going concern while maximising the
return to shareholders through the optimisation of the debt and
equity balance. The Group's overall strategy remains unchanged
from prior year.

The Group monitors capital on the basis on the total debt to total
assets ratio. This ratio as calculated as total debt divided by total
assets. Total debt is calculated as bank borrowings, unsecured
other loan and corporate bonds disclosed in notes 35, 36 and 38
respectively.

The directors of the Company review the capital structure on
a continuous basis. As part of this review, the directors of the
Company consider the cost of capital and the risks associated with
each class of capital. Based on recommendations of the directors
of the Company, the Group will balance its overall capital structure
through the payment of dividends, new share issues and share buy-
backs as well as the issue of new debt or the redemption of existing
debt.

DE R e

45. EXEBEER

AEBHEAEE S ERRAEENGHAE
BRIGTHBEE - AHEBE R
AR BREE BB - A F—
i AR R R TS -

AEBEF ABER QBB EE 2 L RERE
B o b RIRREFBERILNREERT
B o BB R AN ES5 - 36 38R
RERTTIEE « EEREGERRAGES -

RAREESIRFFEELENEARBETR
A e BE TEZ — B AR REETHER
A RSBERNARRRETER - RE
ARBEEHNHE  AEESBEBNRK
B BITHR - BEBROARBEITHESX
BERAES  EEREARBRGTE -

The total debt to total assets ratio at the end of reporting period was R EARNEFREEEAEE 2 LEI
as follows: T
2016 2015
—E—REF —E—AHF
HK$°000 HK$'000
BT BT
Current liabilities mENAE
Bank borrowings RITIEE 77,280 =
Unsecured other loans EEREMER 600 600
Corporate bonds RNElEH 667,219 =
745,099 600
Non-current liabilities JEREAR
Corporate bonds NRESH - 694,757
Total debt EISAATE 745,099 695,357
Total assets BEEE 3,846,900 3,837,057
Total debt to total assets ratio B fEEEEE 7 th & 19.4% 18.1%
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The Group’s major financial instruments include trade and other
receivables, loans receivable, amount due from a non-controlling
shareholder of a subsidiary, loan to a related party, available-for-sale
financial assets, entrusted loan receivables, short-term investments,
held-for-trading securities, structured bank deposits, pledged bank
deposits, deposits in other financial institution, bank balances and
cash, trade and other payables, bank borrowings, unsecured other
loans and corporate bonds. Details of the financial instruments
are disclosed in respective notes. The risks associated with these
financial instruments including currency risk, price risk, interest rate
risk, credit risk and liquidity risk. The policies on how to mitigate
these risks are set out below. The management of the Group
manages and monitors these exposures to ensure appropriate
measures are implemented on a timely and effective manner.

Currency risk

As at 31 December 2016, except for the following, the Group did not
have significant financial assets or financial liabilities denominated
in currencies other than their functional currencies at the end of the
reporting period.

The carrying amounts of the Group's financial assets denominated
in currencies other than the functional currencies of the respective
group companies as at 31 December 2016 and 2015 are as follows:

46. FINANCIAL INSTRUMENTS 46. €T H
Categories of financial instruments SMITASE
2016 2015
—EZ—REF —E—hF
HK$'000 HK$000
BYTT JEMT T
Financial assets EREE
Financial assets at fair value through EBATERAERmZ
profit or loss CREE 1,279 1,234
Available-for-sale financial assets AtHESREE 513,130 410,136
Loans and receivables (including cash ERLEWZIE(BERE
and cash equivalents) KIREZEEY) 2,189,401 2,199,717
Financial liabilities =N
At amortised costs Rk AR 872,683 796,508
Financial risk management objectives and policies HBEREEEEEREFE

AEENTECRTABEE S REMER
BH - BER - BB A R —&
FEERBRFKE M—BHESRHEZE
R AHEESREE  BRERER &
HIRE FHEEERS - BBIERTER
EEMRITER - RS REETR - /1T
BEERE B REMEMNTOR - RITE
K BEWREMERRARES - ZES/
TAFHBREMERE - TX#HIIRZES
BTAEEANER(BEEERR - BRE
% MERER - FERRERSHESER)
Kl EZERBAEER - AEEEEE
BN EIZ SR - AR X R A A Rt
REVEE BEHE

EXmE

RZZE—ARFE+ZA=+—H ' BRUTAm
N AREBEAREDREEB AN ZE
KHEZEXZREERSRAE -

RZEBE—RNER_T—RF+_A=+—
A AEBUSESEQRNEEEUINE
MEHEZ SREEZRMESINT

Assets
"E
2016 2015
—E—RE —ZET—hHF
HK$’000 HK$'000
BETFIT JBIFoT
usb ETT 264,844 464,119
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46. FINANCIAL INSTRUMENTS (Continued)

Categories of financial instruments (Continued)

Financial risk management objectives and policies
(Continued)

Currency risk (Continued)

The Group currently does not have a foreign currency hedging policy
but the management monitors foreign exchange exposure and will
consider hedging significant foreign currency exposure should the
need arise.

Sensitivity analysis

The functional currency of certain major group companies is RMB.
The Group is mainly exposed to currency risk between RMB and
USD.

The following table details the Group’s sensitivity to a 5% increase
and decrease in RMB against USD. 5% is the sensitivity rate used
when reporting foreign currency risk internally to key management
personnel and represents management's assessment of the
reasonably possible change in the exchange rate between RMB
and USD. The sensitivity analysis includes only outstanding USD
denominated monetary items and adjusts their translation at the
reporting date for a 5% change in exchange rates. The analysis
illustrates the impact for a 5% strengthening of RMB against the
USD and a positive number below indicates an increase in post-tax
result while a negative number below indicates a decrease in post-
tax result. For a 5% weakening of RMB against USD, there would be
an equal and opposite impact on the post-tax result.

DE R e

46. &@MTR(/E)

eMIAST(E)
MERREZHRREFE (F)

B R (&)

ASEE AT MONSEP IR - (BERER
PESINERM - AL B E B
EASNERR -

BT

ETTIEEBRRZYERRARKE - &
SETEEEARB RIS THENEERR -

TRALAEEH AR HLETILRE% 2
BURRE - 5% = ABMAEREIEABZ2HI
HRBERAZHRE Hﬁi‘%ﬁi@ﬁé\
BRI e 2 ARB HXTER 254 -

REDHR \1%*){%2%7@&@“%@
S IB A B AR5 % < [E R )RR
BB RAREHETIHES % < HE
KB EBBRGRBRFEE N - M T5IE
HRNB R F B D - AR R T
B2{E5% - MIREE KX BRIERTZE -

2016 2015

ZE—R¥F —ET—hF

HK$'000 HK$000

BE¥TIT BT T

Impact to the result for the year HENEENTE (11,057) (19,377)

Price risk

The Group's held-for-trading securities and certain available-for-
sale financial assets are listed securities and are measured at fair
value at the end of each reporting date with reference to the quoted
prices. Therefore, the Group is exposed to equity price risk and the
management of the Group will monitor the price movements and
take appropriate actions when is required. The directors considered
the exposure to equity price risk is minimal and no sensitivity analysis
is prepared.

B8 /mR

REER LA ﬁqﬂﬁ’ﬁﬂ’ﬁ%ﬁ;ﬁ%&%:F
AHEESREET2RBE - WIREHRE
HEIRZ A FERTE - Bt - Z!SEIEE?HQ

SRERER - AEE ai@ﬂ”ﬁ ELEVE)
jﬁﬁ@%’%%%%ﬂiﬂ Eﬁl §$umﬁzﬁ%.

e < R ERREBRITEMR - S E27)
BREEERRZ SUEEDT o
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46. FINANCIAL INSTRUMENTS (Continued) 46. €MTIA(E)

164

Categories of financial instruments (Continued) SMIASEGE)
Financial risk management objectives and policies HERBEEARREE ()
(Continued)

Interest rate risk FIEE %

The cash flow interest rate risk relates primarily to the Group's
variable rate deposits and bank balances, deposits in other financial
institution, loans receivable, certain available-for-sale financial assets,
amount due from a non-controlling shareholder of a subsidiary,
structured bank deposits and short-term bank loans. The fair value
interest rate risk relates primarily to the Group’s fixed rate entrusted
loan receivables, loan to a related party, short-term investments and
corporate bonds. The Group currently does not have an interest rate
hedging policy. However, the management of the Group monitors
interest rate exposure and will consider hedging significant interest
rate exposure should the need arise.

The Group has exposure to cash flow interest rate risk due to the
fluctuation of the prevailing market interest rate on deposits and
bank balances, amount due from a non-controlling shareholder of a
subsidiary, structured bank deposits, available-for-sale financial assets
and loans receivable. The directors consider the Group's exposure
of the short-term deposits and bank balances, amount due from a
non-controlling shareholder of a subsidiary, structured bank deposits,
available-for-sale financial assets and loans receivable with maturity
within 1 year and their interest rate risk is not significant as these
financial assets are within short maturity period and thus it is not
included in sensitivity analysis.

Sensitivity analysis

The sensitivity analysis below have been determined based on the
exposure to interest rates after considering the impact of the interest
expenses being capitalised as properties under development at the
end of the reporting period. A 50 basis points (2015: 50 basis points)
increase or decrease is used which represents management’s
assessment of the reasonably possible change in interest rates.

As at 31 December 2016, if interest rates on interest bearing loans
and receivables with maturity over 1 year had been 50 basis points
higher/lower and all of other variables were held constant, the post-
tax result would increase/decrease by approximately HK$281,000
(2015: HK$1,726,000).
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B RIRTTRET - RS REBER - K
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46. FINANCIAL INSTRUMENTS (Continued)

Categories of financial instruments (Continued)

Financial risk management objectives and policies
(Continued)

Credit risk

The Group's credit risk is primarily attributable to trade and other
receivables, loans receivable, entrusted loan receivables, amount due
from a non-controlling shareholder of a subsidiary, loan to a related
party, available-for-sale financial assets, structured bank deposits,
short-term investments, deposits in other financial institution and
bank balances. In order to minimise the credit risk, the management
of the Group has reviewed the recoverable amount of each individual
trade and other receivables, loans receivable, entrusted loan
receivables, amount due from a non-controlling shareholder of a
subsidiary, loan to a related party, available-for-sale financial assets,
structured bank deposits and short-term investments, deposits
in other financial institution and bank balances at the end of the
reporting period to ensure that adequate impairment losses are
made for irrecoverable amounts. In this regard, the management
of the Group considers that the Group’s credit risk is significantly
reduced.

Before accepting any new lessee under sale and leaseback
arrangement or entrusted loan borrower, the Group assesses the
credit quality of each potential lessee or entrusted loan borrower
and defined limits for each lessee or entrusted loan borrower. The
Group also demands certain lessee and entrusted loan borrower
to provide corporate guarantees from third parties or land and
building as collateral to the Group at the time the sale and leaseback
arrangement or entrusted loan agreement is entered into. In addition,
the Group has reviewed the repayment history of sale and leaseback
payments from each lessee with reference to the repayment
schedule from the date of loans receivable and the Group has also
assessed the financial ability of the entrusted loan borrowers to
determine the recoverability of the loans receivable and entrusted
loan receivables.

The credit risk on liquid funds is limited because the counterparties
are mainly banks and other financial institution with high credit-rating
or with good reputation.

B 8% SRR Y R

46. &@MTR(/E)

eMIAST(E)
MERREZHRREFE (F)

=R

AEBEZEERBREZREE S REMER
PR - ERER - BREFER - B
B AR — IR RIE - BT %
MESTWER  AIHHESREE A8l
RITERLIGHRE - O SEEETRA
MRTTEET - AEEREREERR - AKH
BEENREHRRE SRERNE S REAM
FEMFIR ~ RIE - BIMERFEER - B
—HMEARN —RIFERE R - 5T
—HEEANER  IHEEEREE &
BIERITER - BHRE - HtbeRiEr
RMBITRFZAIRE SR - AR EE
WE e IEL R 5 RIEEREE - Fhittim
5 AREEEERRAKEZEERR
ARPEAE

FEEMERDARHRR MEMHAABEAR
RAEERERAZA  AREGHEEE
EBARZRERBERAZERIRR - WHR
EBABARZTEERERAZRE - 5]
VEROELRERERGER - ARE
MBR R LA A SRR RERARARE
BIRMHEE =0 DRERI T RZEIER
ERm@ - s AEEE2RERERE S
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46. FINANCIAL INSTRUMENTS (Continued) 46. €MTIA(E)
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Categories of financial instruments (Continued) SMIASEGE)
Financial risk management objectives and policies HERBEEHEBREF ()
(Continued)

Credit risk (Continued) EEmE (&)

As at 31 December 2016, the Group has concentration of credit
risk with (a) three (2015: four) customers from bulk commodity
trade, with amount of trade receivables of HK$62,976,000 (2015:
HK$46,936,000); (b) nine (2015: five) lessees from sale and leaseback
arrangements, with amount of loans receivable of HK$663,199,000
(2015: HK$424,462,000) and (c) one (2015: one) entrusted loan
receivables of HK$7,840,000 (2015: HK$59,140,000). To monitor the
credit risk exposure, the management of the Group has reviewed the
recoverability of each debtor periodically.

The Group carried out bulk commodity trade business involving
purchase and sale transactions. Bulk commodity trade business
involves various individual suppliers and customers. During the year
ended 31 December 2016, 21% of turnover of bulk commodity trade
(2015: 37% of turnover of bulk commodity trade) was attributable
to a single customer. This concentration risk is addressed by
individual counterparty analysis carried out by the management and is
monitored on an ongoing basis.

As at 31 December 2016 and 2015, the Group has bank balances and
cash, deposits, structured bank deposits, available-for-sale financial
assets and short-term investments in certain corporations and
banks in the PRC and Hong Kong. The credit risk on these deposits,
available-for-sale financial assets and short-term investments is
insignificant as the counterparties are banks with high credit-rating or
with good reputation.

Liquidity risk

In the management of the liquidity risk, the Group monitors and
maintains a level of cash and cash equivalents deemed adequate by
the management of the Group to finance the Group's operations and
mitigate the effects of fluctuations in cash flows. The management
of the Group monitors the utilisation of bank loans and ensures
compliance with loan covenants.

Liquidity table

The following table details the Group's remaining contractual
maturity for its non-derivative financial liabilities based on the agreed
repayment terms. The tables have been drawn up based on the
undiscounted cash flows of financial liabilities based on the earliest
date on which the Group can be demanded for repayment. The table
includes both interest and principal cash flows.
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46. FINANCIAL INSTRUMENTS (Continued) 46. &@MTR(/E)
Categories of financial instruments (Continued) SRMTESEE)
Financial risk management objectives and policies 425
(Continued) HERBEZAREREF (E)
Liquidity table (Continued) EBEEF ()
At 31 December 2016 RZE—R"F+ZA=+—H
Weighted
average
interest Within Total
rate per 1 year or undiscounted Carrying
annum on demand cash flows amount
nigFy —ERE KRB &
FFE BREXK mE#Rt AR {E
HK$’000 HK$’000 HK$’000
BEETIT BETIT E¥TIT
Trade and other payables B 5 R EMEN IR = 127,584 127,584 127,584
Banking borrowings RITER 4.35% 84,150 84,150 77,280
Unsecured other loans KR E M E - 600 600 600
Corporate bonds RNREHF 4.00% 676,651 676,651 667,219
888,985 888,985 872,683
Financial guarantee issued 2 HE I BIER
Maximum amount guaranteed ERRREE 117,072 117,072 -
At 31 December 2015 RZE2—RF+-_A=+—H
Weighted
average
interest Within Total
rate per 1 year or undiscounted Carrying
annum on demand 110 3 years cash flows amount
IMETH —ERH AURE S
M REX —FE=F nE et FHEE
HK$'000 HK$'000 HK$'000 HK$'000

EETT BETT BETT BETT

Trade and other payables B o REMENTIA = 101,151 - 101,151 101,151
Unsecured other loans EIEEEME S = 600 - 600 600
Corporate bonds NAlESH 4.00% 28,560 725,900 754,460 694,757
130,311 725,900 856,211 796,508

Financial guarantee issued BHAZHBER
Maximum amount guaranteed ~ EBERZSLE 157,478 = 157,478 =
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The fair value of financial assets and financial liabilities are
determined as follows:

- the fair value of financial assets include available-for-sale
financial assets measured at fair value and listed equity
securities with standard terms and conditions and traded in
active liquid markets are determined with reference to quoted
market bid prices.

The directors consider that the carrying amounts of financial assets
and financial liabilities recorded at amortised cost in the Group's
financial statements approximate their fair values.

Fair value measurements recognised in the consolidated statement
of financial position

An analysis of financial instruments that are measured subsequent to
initial recognised at fair value, are classified as Level 1 based on the
degree to which the fair value is observable.

Level 1 fair value measurements are those derived from quoted
prices (unadjusted) in active market for identical assets.

At 31 December 2016, the available-for-sale financial assets

measured at fair value and listed equity securities which grouped
into Level 1 amounted to HK$242,809,000 (2015: HK$232,870,000).

There is no transfer/reclassification outside Level 1 in both years.
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46. FINANCIAL INSTRUMENTS (Continued) 46. #M I A(E)
Categories of financial instruments (Continued) SMIASEGE)
Financial risk management objectives and policies HERBEEEABRRRF (E)
(Continued)
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46. FINANCIAL INSTRUMENTS (Continued) 46. EMT A (E)

Categories of financial instruments (Continued) SMIASEGE)
Financial risk management objectives and policies HERBEEAERKF ()
(Continued)

Fair value hierarchy NFEER

Fair value measurement as at 31 December 2016

R=S—AF+-AS+—AZATEKE

Fair value
as at
31 December
Level 1 Level 2 Level 3 2016
BE
—E—RE
+=-BA=+—H
E—® -t ] E=H ZOoFEEE
HK$'000 HK$’000 HK$'000 HK$'000
BETFT BETFT BETFT BY¥TiT
Recurring fair value BEROTFHEME
measurement
Financial assets: THEE -
Available-for-sale financial AHHEEMEE
assets 241,530 - - 241,530
Held-for-trading securities BEEEEA 1,279 - - 1,279
Fair value measurement as at 31 December 2015
R_E—RFE+-_A=+—BzZAVET=E
Fair value
as at
31 December
Level 1 Level 2 Level 3 2015
HE
—T-RF
t=A=+—H
F—H E_ F=H  ZRFEAE
HK$'000 HK$'000 HK$'000 HK$'000
BB T BT JBETFT BEEFoT
Recurring fair value BEMHLOTFEHE
measurement
Financial assets: EHEE
Available-for-sale financial HHEeREE
assets 231,636 - - 231,636
Held-for-trading securities BIEEEES 1,234 = = 1,234
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47. CONTINGENT LIABILITIES

(a)

At 31 December 2016, the Group had contingent liabilities in
relation to guarantees of approximately HK$117,072,000 (2015:
HK$157,478,000) given to banks in respect of mortgage loans
granted to purchasers of certain property units.

Pursuant to the terms of the guarantees, upon default in
mortgage payments by these purchasers, the Group is
responsible to repay the outstanding mortgage principals
together with any accrued interest and penalty owed by the
defaulted purchasers to the banks, and the Group is entitled
to take over the legal title and possession of the related
properties. In the opinion of the directors of the Company,
the financial impact arising from providing the above financial
guarantees is insignificant and accordingly, they are not
accounted for in these financial statements.

On 29 March 2016, the Group entered into a guarantee
agreement with Chengtong Coal, a subsidiary of the ultimate
holding company of the Company, pursuant to which the
Group has provided a guarantee by pledging its buildings
with net book value of approximately HK$50,928,000 as at 31
December 2016 and issuing a guarantee letter to the Supreme
People’s Court of Guangxi Zhuang Autonomous Region to
the extent of approximately RMB53,540,000 (approximately
HK$59,965,000) for a period of three years (or such shorter
period as may be approved by the court). The guarantee was
for the purpose of supporting a property preservation order on
certain subject assets in a litigation between Chengtong Coal
and its debtors.

On 29 March 2016, the Group also entered into the Indemnity
Deed with CCHK pursuant to which CCHK agreed to indemnify
the Group in full for its liabilities and loss, if any, which may
arise from the above guarantee provided by the Group.

Details in relation to the guarantee agreement and the
Indemnity Deed are set out in the Company’s announcement
dated 29 March 2016.
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47. CONTINGENT LIABILITIES (Continued) 47. EFARGE)
(o) (Continued) ) (&)
In the opinion of the directors of the Company, the financial RARARIEERE - R LA BER
impact arising from providing the above financial guarantees EENMBTEMTRE - I RE
is insignificant and accordingly, they are not accounted for in RER SR ET IR o

these financial statements.

As at 31 December 2016 and 2015, the Group was not involved in RZE—REER_ZE—RF+_A=+—
any litigation or arbitration of material importance and there was no B - NEEREL KA ERFARPE
litigation or claim of material importance known to the directors of AAREBWARBEE AR T Ekiget
the Company to be pending or threatened against the Group. HAEBMELENERFARRE -
48. CAPITAL COMMITMENTS 48. BX K
2016 2015
—Z—RE —T—RF
HK$'000 HK$'000
BY¥TFir BT
Contracted but not provided for: BETABREE -
Purchase of property, plant and BEYE  BERRE
equipment 5,309 5,912
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49. STATEMENT OF FINANCIAL POSITION OF 49. ATFIMHRAE

172

THE COMPANY

2016 2015
—E—RE —T—AF
Notes HK$'000 HK$'000
FozE BYTT BT
ASSETS AND LIABILITIES BERER
Non-current assets ERBHEE
Property, plant and equipment ME - BENMEKRE 116 134
Interests in subsidiaries RETB AR 2 #Exm - -
Amounts due from subsidiaries FEURHI B A RFIAE 173,039 481,538
173,155 481,672
Current assets BN EE
Other receivables, prepayments and  HfhfElUsxIE -
deposits TBRFRIERIES 3,921 3,162
Available-for-sale financial assets HEEESREE 241,530 231,636
Amounts due from subsidiaries FEURHTE A BIF A 2,399,259 2,069,268
Bank balances and cash RITEFERRS 39,138 52,303
2,683,848 2,356,369
Current liabilities mENAfE
Other payables E e 5RIE 6,419 15,731
Corporate bonds NEEFH 667,219 =
673,638 15,731
Net current assets MEEEFE 2,010,210 2,340,638
Total assets less current liabilities HEERREAE 2,183,365 2,822,310
Non-current liabilities ERBAR
Corporate bonds NEESH = 694,757
Net assets HERE 2,183,365 2,127,553
EQUITY e
Share capital A& 39 2,185,876 2,185,876
Reserves & 41 (2,511) (58,323)
Total equity R 2,183,365 2,127,553

Approved and authorised for issue by the board of directors on 23

February 2017 and signed on its behalf by:

HEEeR _T—+&F-_A-+=AltER
RREBITUHERRES

Yuan Shaoli

Wang Hongxin

BRE EHE
Director Director
Ed EZE
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Principal Properties

AY E sz
At 31 December 2016
R-F—NFf+—A=+—H

A. INVESTMENT PROPERTIES A. BEYME
Group's Approximate
effective  Approximate gross Category
Location B interest site area  floor area Usage of lease
FHREZ fione  BoeerE Tt

RE#ES (i mR RE& iR
(sq. m.) (sq. m.)
(FAK) ()

Phase |, Chengtong Xiang Li, No. 1 B ERA 5T 100% Note (a) 4,849 Commercial Medium-term
Mizhou West Road, Zhucheng City, 23 FIE—5% Hizt(a) S lease
Shandong Province, the PRC BRAHEE—H FERRA

Phase Ill, Chengtong Xiang Li, No. 1 B[R EZEHT 100% Note (a) 2,715 Commercial Medium-term
Mizhou West Road, Zhucheng City, — Z/NFai&—5 Hiit(a) mE lease
Shandong Province, the PRC HEAEHEE=H R4

B. PROPERTIES HELD FOR DEVELOPMENT B. HEREYME
Group's
effective Approximate
Location Hh B interest site area Usage Category of lease
*EEZ ¥ it
RE#ES mEERE A2 HvER
(sq. m.)
(FHK)

A piece of land situated at BT ERE KE™ 66.67% 549,600  Industrial Medium-term lease
south of Shugang Highway, bz /N = Se K [ o I% RERRA
Dafeng City, —fEL it
Jiangsu Province,
the PRC

Lot No. 1, Port Serviced Area, ~ FREI &4 KL 66.67% 84,648 Residentialand  Commercial -
Dafeng Ocean Economic REGFEERER commercial Medium-term lease
Development Area, HFART & 155 FEREE Residential -

Dafeng City, Long lease
Jiangsu Province, e
the PRC R4
FE-
REEL

South Portion of Lot No. 2, HEIBHAAE T 66.67% 28,956  Residentialand  Commercial -

Port Serviced Area, REGFLERER commercial Medium-term lease
Dafeng Ocean Economic MR E25% FEREE Residential -
Development Area, 58 E Al Long lease
Dafeng City, EEE
Jiangsu Province, FERRE A0
the PRC FE-

REEL

Lot No. 3, Port Serviced Area, ~ HBI %% AL 66.67% 244,248  Residentialand  Commercial -
Dafeng Ocean Economic REGFLERER commercial Medium-term lease
Development Area, M AR @ 355 R FEREE Residential -

Dafeng City, Long lease
Jiangsu Province, GES
the PRC R4
FE-
REEL
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AY E Sz
At 31 December 2016
R-FE—NF+ZHA=+—H

C. PROPERTIES UNDER DEVELOPMENT C. ZEHME
Group's
effective  Approximate Category of  Stage of Expected
Location 1B interest site area Usage lease completion completion date
FREZ #i it
f §.1 £ hEEE B2 BHER TR FRetwe A&
(sq. m.)
(FFA)
North Portion of Lot No. 2, HETHEALT 66.67% Note (b) Residentialand ~ Commercial - Part of Remaining
Port Serviced Area, AL EFEEREE M) commercial Medium-term ~ Section |l Section Il
Dafeng Ocean Economic AERER2E FEREE lease work is expected
Development Area, bibs I Residential - inprogress  to be completed
Dafeng City, Longlease =128 in Year 2017
Jiangsu Province, SE IRET BT _RRET
the PRC R RZZ—+F
tE- 5K
A parcel of land designated BRI EEERTEM 100% Note (a) Residential Long lease Phase I Phase Il
asNo. 01213003 and located ~ FEREAILEI fite E%E RHEL work in is expected
on the northern side of — BT (R R progress to be completed
Mizhou West Road Eastern 2012130035 = in Year 2018
Section, Zhucheng City, THETR 102020
Shandong Province, the PRC E%ﬁ?ﬁiﬁ‘ﬁ(\‘
/\Ei
— 7 — ? E
mﬁX
D. PROPERTIES HELD FOR SALE D. SEHEYME
Group's Approximate
effective Approximate saleable gross
Location e interest site area floor area Usage Category of lease
FREe 2] e it
RE#a ik g #REER RE BHER
(sq. m.) (sq. m.)
(E5) (E5R)
North Portion of Lot No. 2, HETES Kamﬁa 66.67% Note (b) 20,562 Residentialand ~ Commercial -
Port Serviced Area, BECERRED R Wit (Section land ) commercial Medium-term
Dafeng Ocean Economic PR E25E a1 Al 20562 FEREE lease
Development Area, (—BRR=ER) Residential -
Dafeng City, Jiangsu Province, Long lease
the PRC e
R4
FE-
RN
A parcel of land designated HELRE BTN 100% Note (a) 22,194 Residential Long lease
as No. 01213003 and 75514 Hitel {Phase land ll) £ REED
located on the northern side of ~ —1B (BB 22,194
Mizhou West Road £01213003%%) (—EBR=H)
Eastern Section,
Zhucheng City,
Shandong Province,
the PRC
Note (a) . Part of a parcel of land designated as No. 01213003 and located on Mtit(a) -

JB o B LUy SR T N PR RS SR B AL 2
— @ £ it (BB AR5 55012130035% ) 2 — &P
17 MR AR 16 4%146,006F 75K ©

BAREIHE AL AL GBS
AR @ 25k sk AL Al 2 — 3515 - #aiig
MEA118,974F /5K -

the northern side of Mizhou West Road Eastern Section, Zhucheng
City, Shandong Province, the PRC, total site area is 146,006 sq.m.
Note (b) : Part of North Portion of Lot No. 2, Port Serviced Area, Dafeng
Ocean Economic Development Area, Dafeng City, Jiangsu Province,
the PRC, total site area is 118,974 sg.m.

HriEp) -
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Financial Summary

B HR

A summary of the published results and of the assets and liabilities of the
Group for the year ended 31 December 2016 and the last four financial
years, as extracted from the audited financial statements and reclassified
as appropriate, is set out below. The summary does not form part of the
audited financial statements.

WTNARERHE —Z—XF+-_A=+—HIt
FERBENEAVREFEZETBREEREEN
BEZME  NRSAZSELEZVBRRLE
EHBEEZEFDE - WBETTERZELE
RSS2 — 8B 1D o

2016 2015 2014 2013 2012
—E-RE —T-8fF —T-mF —T-=F —T-CF
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
BY¥TFiT BT BT BEFT BT
RESULTS E
Turnover e 716,559 576,533 3,224,100 15,500,313 8,626,661
Profit/(loss) attributable to AARHER AES
owners of the Company wH,(EE) 63,804 81,830 (51,417) 50,727 184,526
ASSETS AND LIABILITIES BERAR
Non-current assets FhDEE
Property, plant and equipment ME - BEREE 158,713 179,059 187,722 209,097 145,752
Prepaid land lease payments B LHEER 188,949 206,579 51,760 54,496 54,866
Investment properties REMF 58,934 58,468 58,086 187,760 175,558
Deposits paid BEffRe 37,027 39,341 29,181 358,144 338,850
Loans receivable e E D 353,654 261,493 194,173 - -
Current assets mEEE
Properties held for sale BEHEME 159,716 242,917 287,498 111,641 162,371
Properties held for development BEREYE 276,450 293,728 311,006 313,968 303,601
Properties under development BEAYE 241,042 169,581 160,469 283,996 218,295
Inventories FE& 6,145 22,922 23,191 5,683 19,528
Trade and other receivables 25 REMEKTIE 97,879 73,492 403,444 11,709,593 6,504,106
Loans receivable FEBER 309,545 162,969 85,538 - 12,652
Prepaid land lease payments BT FEER 5,287 5,414 2,007 2,026 1,960
Entrusted loan receivables [ERZEEER 7,840 59,140 107,525 363,744 649,219
Available-for-sale financial assets AHHESREE 513,130 410,136 - - -
Held-for-trading securities BEEEES 1,279 1,234 1,703 2,108 1,101
Derivative financial instruments fTESBIA - - = = 2,521
Short-term investments WEIRE 13,440 16,660 594,720 2,814,314 104,550
Structured bank deposits EEIERTER - 167,790 662,760 = =
Pledged bank deposits BHEMRITER 1,640 1,737 1,774,816 676,073 355,895
Deposits in other financial institution & F#ETR 428,186 355,650 = = =
Bank balances and cash RITEERES 929,903 1,048,218 728,127 2,557,297 1,973,076
Amount due from a non-controlling eSS — B A R
shareholder of a subsidiary — R IR R
] 21,318 21,641 21,686 20,488 18,450
Loan to a related party BT —RBEN
B 36,823 38,888 54,454 50,880 -
Non-current assets classified B BEEHEEIERE
as held for sale BE - - - - 83,320
Total assets BEE 3,846,900 3,837,057 5,739,866 19,721,208 11,125,571

China Chengtong Development Group Limited FEHBRREBER LT
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2016 2015 2014 2013 2012
—T—RE¥ —T-hEF —T-mEF —T-=F —T-CF
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
BETT BT BT BEFT BT
Current liabilities bid =R
Trade and other payables B o R HMENZRIA (127,834) (107,333) (2,798,209) (7,287,370) (2,943,433)
Deposits received from HEMEY
sale of properties Bl (72,920) (53,294) (58,728) (59,306) (21,051)
Taxation payable JEfERIE (3,148) (2,218) (26,029) (62,515) (21,474)
Bank borrowings RITEE (77,280) = (68,157) (9,273,700) (5,194,634)
Unsecured other loans EFAEMER (600) (600) (600) (600) (600)
Deposit received from disposal ~ HERBWE Y
of an investment property Bz e - - - - (94,095)
Corporate bonds NAEH (667,219) = - (761,528) -
Non-current liabilities FnBAR
Deferred tax liabilities EIERIERE (73,088) (74,608) (52,584) (58,569) (47,327)
Corporate bonds NAEIEH - (694,757) (721,610) - (731,984)
Total liabilities BEESE (1,022,089) (932,810) (3,725,917) (17,503,588) (9,054,598)
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